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If you are planning a new bank 
building, you ought to read... 
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CORRESPONDENT of one of our contemporaries 
recently wrote the editor questioning the validity of the 
advice on secondary reserve which has been offered to 
banks in articles appearing in banking journals during 
the past few years. He complains that banks have been urged to 
buy bonds for their secondary reserve and now that shrinking 
deposits have made it necessary to call upon these reserves they 
find that their bond accounts cannot be liquidated without serious 
losses. This particular banker believes that when deposits are 
shrinking demands should be met from the note pouch and not 
through a liquidation of bonds. In the present issue EUGENE H. 
Burris takes up the cudgels for the secondary reserve theorists. 
Mr. Burris has contributed frequent articles to THE BANKERS 
MAGAZINE on secondary reserves and makes out a strong case for 
his theories, which-he believes are just as valid today as ever. He 
claims that the trouble is not with the theories but with the way in 
which these theories have been applied. If banks will properly 
analyze their secondary reserve requirements and make their 
investments accordingly as to maturity date, type of security, etc., - 
they should put themselves in a position to take care of any normal 
demands without sacrifice or loss. The article will be found begin- 
ning on page 735. 


“A CHANGE of policy toward disabled or fallen banks is coming over 
the spirit of American finance. It represents a shifting of the 
general attitude—the dawn of a new era.” So writes JOHN 
Wa KER HarRINGTON in an article beginning on page 743 entitled 
“New Aids for Lame Ducks.” This article describes a new devel- 
opment in the liquidation of closed banks by which a strong, going 
bank takes over the assets of the closed bank and liquidates them 
in an orderly manner. Such a plan enables depositors of the closed 
bank to get part of their funds back sooner than they could under 
a plan of liquidation by the banking department. The new plan 
is discussed from the standpoint of benefits to the depositor of the 
closed bank, benefits to the public and to the liquidating agent. 


[Continued on page xiv] 
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“For ten years banks have invested generously in building public 
confidence and good-will to augment their commercial and fiduciary 
accounts. When that investment can be protected and enriched by 
the simple and inexpensive support of a personnel trained to make 
every letter sustain the public opinion which other expenditure has 
sought to create, should not the majority of bank officers give heed 
to this simple expedient?’ Thus writes AticE A. KRETsSCHMAR 
in the present number in an article entitled “Should We Bankers 
Look to Our Letters?’ Miss Kretschmar points out what is wrong 
with most bank letters and shows the very great importance of 
improving the quality of this contact with the outside public. The 
author has helped many banks with their letter problems and has 
studied the actual letter files of many of the most important institu- 
tions in the country. She writes with authority and experience. 


How does the operating experience of your bank compare with 
that of banks of similar size and character in your district? 
Wouldn’t it be helpful if you had a yardstick to measure the 
effectiveness of your management policies? In an article entitled 
“An Operating Budget for Every Bank” Witu1am A. SmitrH 
suggests a ratio form that would enable every bank to check its 
results with every other bank of comparable size in its own district. 
Mr. Smith is auditor of the Baltimore Trust Company. 


“THE group banking movement has created a problem in the field 
of public supervision which bank supervisory authorities are unable 
to cope with at the present time. The component parts of various 
groups and chains are under the supervision of both national and 
state banking systems which prevents any sort of uniform system 
of examination and supervision. For this Federal legislation is 
necessary. Under the heading “Federal Regulation of Group 
Banking” Gaines T. CartInHovr, assistant professor of banking 
and finance at New York University, discusses various legislative 
proposals. Professor Cartinhour’s article begins on page 771. 


On page 763 we publish the fourth of a series of seven articles deal- 
ing with the risks involved in the operation of the tellers’ depart- 
ment of the commercial bank and showing how these risks may be 
minimized by proper methods and safeguards. These articles are 
written by Bengamin L. FisHpacu. 


- & @. Gieseell 
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Editorial Comment 


A QUIETER 


UCH of the hysteria which char- 
M acterized recent weeks has sub- 
sided, and there are some evi- 
dences of a gradual approach to greater 
confidence. The dollar has been proved 
to be so well entrenched that attacks 
against it have stopped. Europe has 
taken back most of the gold it had in 
New York. Currency hoarding by 
frightened bank depositors is diminish- 
ing. Bank failures are still too numer- 
ous, but they do not appear to be in- 
creasing. Branches of the National 
Credit Corporation have been formed in 
various parts of the country, thus help- 
ing to stay runs on really solvent banks 
and providing means for extending 
credit where it can be safely and profit- 
ably employed. There has been a rapid 
and sensational rise in the price of wheat. 
From the appearance of this lone swal- 
low in the financial sky enthusiastic 
souls have rushed to the conclusion that 
the winter of our discontent has sud- 
denly passed into a glorious summer and 
the clouds that lowered upon us buried 
in the deep ocean of oblivion. This 
roseate view lacks convincing support. 
What we may regard with satisfaction 
is that the waves of distrust sweeping 
over the country have been stayed. 
There remains a big job ahead for 
statesmen, industrialists, merchants and 
the ordinary run of citizen. Within 
about six months the German repara- 
tions question must be adjusted. Inter- 
national debts require looking after. 
These are ticklish matters, and upon 
their proper handling much of the fu- 
ture of international trade and financial 
relations will depend. 
While distrust and fear have been to 
some extent allayed, one cannot as yet 
truthfully declare that there has been a 
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return of confidence to that degree gen- 
erally considered essential to the gradual 
restoration of more normal conditions. 
Statistical indications are not reassuring. 
Business failures are excessively large; 
defaults on mortgages, interest and for- 
eign debts are extensive; difficulties are 
experienced in collecting taxes; business 
in many lines is at a low ebb. Estimates 
of a deficit for the current fiscal year 
running as high as $2,000,000,000 fore- 
shadow an increase in Federal taxation. 

But, as said above, hysteria has sub- 
sided. The dollar is safe. Behind every 
solvent bank is now thrown the un- 
assailable safeguard of the united bank- 
ing strength of the country. With the 
calmness now assured the people can 
survey the situation in the light of rea- 
son. Pulling together they should be 
able to get the wagon out of the depres- 
sion rut. But the pull will be a long 
one. 


THE “CRAZE” FOR BANKING 
LIQUIDITY 


ANKS are being much criticised 
B in these times for what is called a 

“craze” for liquidity. This criti- 
cism obviously originates with those out- 
side banking. For with banks failing 
at the present rate and large demands 
being daily made upon solvent banks for 
cash, what else could be expected than 
that banks liable to such demands should 
seek by every means in their power to 
place themselves in a position to be able 
to meet them? Blame does not rest upon 
the banks, but upon the people acting 
upon what, in most cases, are unreason- 
able fears. General distrust of the banks 
of this country is wholly unwarranted. 
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Numerous as bank failures have been of 
late, they have affected but a small pro- 
portion of the total number of banks, 
and considering the percentage of liabili- 
ties of failed institutions to those doing 
business as usual, the insignificance of 
the failures fully appears. While it 
could well be wished that there were 
fewer banking mortalities, and while the 
losses they entail are to be deplored, 
there is undoubtedly a tendency among 
the people to give to these failures and 
losses a far greater importance than they 
deserve. 

Many of the great banks of the coun- 
try wisely took note of what was likely 
to follow the stock market collapse of 
1929. Not a few of them anticipated 


that calamity and put themselves in a 
liquid position before the collapse came. 
These banks also were quick to see that 
the Wall Street crash was certain to be 
followed by a long-continued and seri- 
ous depression, and they gradually and 
steadily improved their liquidity. Other 


banks, less wisely managed, deferred tak- 
ing such action, and when extraordinary 
demands for cash were made upon them, 
they had to meet them by a sacrifice of 
their securities. This has made matters 
worse for both the banks and the com- 
munity. It has been a strong factor in 
depressing the price of sound securities. 
Perhaps the banks should have been 
more far-sighted. But to what class in 
the community may this remark not be 
justly applied? 

In their endeavors to meet heavy de- 
mands for cash, the banks have found 
their “secondary reserves” a less sure 
reliance than they had expected. This 
disappointment has been due in part to 
the general effects of the depression and 
in part to the efforts of so many banks 
to sell their securities in a falling mar- 
ket. But this exceptional experience 
should not operate to discredit faith in 
carefully-selected bonds as a dependable 
secondary reserve in ordinary times. 
Against periods like that through which 
we are now passing only superhuman 
wisdom could provide in all cases a com- 
plete defense. No doubt, the banks 
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would strengthen themselves by kee; ing 
on hand at all times a considerable 
amount of paper eligible for rediscount, 
even if by doing so they must sacrilice 
profit for safety. For, after all, “safety 
first” is a good banking motto. 


THE BROADENING OF CREDIT 
FACILITIES 


LTHOUGH credit facilities have 
At= multiplied in recent years, 
the demand for their further ex- 
tension continues. The first marked 
step in this direction was taken with the 
institution of the Federal Reserve Sys 
tem. Under this system the required 
reserves of the national banks have been 
greatly reduced, and the banks were no 
longer under the necessity as formerly 
to hold all or a large proportion of legal 
reserves in their own vaults, but were 
compelled to lend these reserves to the 
Federal Reserve banks. This made pos 
sible a tremendous expansion of credit. 
Rediscounting, once considered as a sign 
of banking weakness, was at once ele- 
vated to a place of high respectability. 
Federal Reserve banks were followed 
by Federal Land banks and Intermediate 
Credit banks, the latter institutions hav- 
ing the purpose to make land credit 
easier, as the Federal Reserve banks 
stimulated the manufacture of commer- 
cial credit. President Hoover's proposed 
home-loan banks are designed to pro- 
vide still further facilities for granting 
real-estate credits. 

This desire for added credit facilities 
spread beyond the bounds of the United 
States, and gave to the world the Bank 
for International Settlements—a sort of 
super-central bank. Now a proposal has 
been made, but rather coldly received, 
to establish a great international credit 
bank. 

Our own appetite for more credit in- 
stitutions does not appear to be satiated. 
We have already as a recent addition 
the National Credit Corporation, and 
schemes are afoot to form a concern to 
“rediscount” real-estate mortgages. Some 
financiers even go so far as to advocate 
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placing such mortgages as well as bonds 
in the list of securities eligible for redis- 
count at the Federal Reserve banks. The 
paper originating from instalment sell- 
ing is also to be included. This pro- 
posal is less open to objection than the 
others named, since this type of paper 
possesses to a reasonable degree the re- 
quirements of safety and liquidity. 

As will be seen, we have been fur- 
nishing the means of the further pyra- 
miding of credit, a process once con- 
demned as exceedingly reprehensible. 
And plans now under consideration look 
to a further extension of this practice. 

Rediscounting within proper limits is 
an entirely legitimate banking practice, 
but some of the proposals for extending 
it are calculated to stretch these limits 
outside the bounds of safety. Such is 
the suggestion that mortgages and bonds 
be added to the list of securities eligible 
for Federal Reserve bank rediscounting. 
If real-estate mortgages are to be used 
as the basis for further credit obliga- 
tions, these should take the form of 
long-term secured debentures. 

Many of the popular financial ex- 
pedients of the time are born of the de- 
pression. Once adopted, however, they 
are liable to become permanent. Most 
of them are avowedly inflationary in 
character. 

The judicious use of credit is a bless- 
ing to mankind; its injudicious use a 
curse. It may not be possible to follow 
Omar’s advice, to take the cash and let 
the credit go, but it should be under- 
stood that credit is something requiring 
very wise handling. Our modern credit 
facilities prove John Law to have been 
an amateur in exploiting this field. 


SERIOUS PROBLEMS AHEAD 


of the world have presented so many 
serious economic and political prob- 
lems as those which must be dealt with 


Fees months in the recent history 


in the first half of 1932. Foremost 
among these problems are those relating 
to reparations and a reduction of arma- 
ments. Linked with the reparations 
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question is the matter of inter-govern- 
mental debts. It has been the conten- 
tion of America that these two problems 
had no connection. How far from the 
facts this contention now appears is too 
obvious for argument. The Balfour 
Note of 1922 defined England's position 
on this subject. Briefly, it was that Eng- 
land was compelled to collect reparations 
in order to pay her debt to the United 
States, although England has never 
stated that this debt would not be paid 
in the absence of reparations receipts. 
But for some time the income from this 
source has exceeded the debt payments, 
so that if this income should be greatly 
reduced or cease entirely the ability to 
keep up the debt payments would be 
greatly diminished. In fact, in the ex- 
isting state of British industry and fi- 
nance, such payments would be exceed- 
ingly difficult if not impossible. Until 
July next both reparations and debt pay- 
ments are postponed by the Hoover 
moratorium. Before that time some ad- 
justment of these perplexing problems 
must be reached. 

This country has already written off 
a large part of the war debts due from 
other countries. If further reductions 
are to be made they will probably be 
based upon expediency. That is, we 
may regard these claims as just, but 
realize that it will: be impossible, or at 
least inexpedient, to insist on their pay- 
ment in full. 

Regarding the justice of our claims, 
the general European opinion does not 
coincide with that prevailing here. Our 
debtors insist that after the American 
declaration of war until the effective en- 
trance of our armies into the conflict, 
the Allies were fighting our battles for 
us, and that this fact should be taken 
into consideration in fixing the indebted- 
ness of the Allied powers to the United 
States. A Parisian journalist, following 
this line of argument, has prepared an 
elaborate statistical calculation, from 
which it appears that the Allied coun- 
tries owe us nothing, but that on the 
contrary we are indebted to them to the 
extent of some $625,000,000! 
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The American view is that a large re- 
mission of these debts has already been 
made, and that we have furthermore in- 
curred a very heavy load of domestic 
debt on account of having been drawn 
into a war originating in European 
quarrels, It is further pointed out that 
the Allied powers received large in: 
demnities and huge accessions of ter 
ritory under the provisions of the Treaty 
of Versailles, while the United States 
was not so favored. 

These controversial matters are not 
revived for the purpose of renewing dis- 
putes between the countries concerned, 
but merely to indicate some of the difh- 
culties to be faced when the statesmen 
of the world come to grips with these 
serious problems. If they are to be ad- 


justed, consideration of them will have 
to be approached in a spirit of modera- 
tion and with a realization that mutual 
sacrifices must be made. 

The disposition of this country ap- 
pears to be to demand that further re- 


mission of the inter-governmental debts 
must be coupled with a substantial re- 
duction of European armaments. The 
obstacle to this is the feeling of insecurity 
which dominates French mentality. So 
that, fundamentally, the matter resolves 
itself into finding some formula which 
will remove the fear of Germany from 
the French mind. 

As early as the close of February the 
halting arrangement on German com- 
mercial debts will terminate, and in the 
meantime some plan must be devised for 
their funding or payment. This prob- 
lem presents fewer and less serious difh- 
culties than those relating to debts and 
reparations, for the reason that it is less 
intermingled with politics. The demand 
that the public debts of Germany should 
give way to the private commercial debts 
is untenable. If a government defaults 
on its debts, trust in private credit 1s 
certain to be shaken. 

In dealing with these serious matters 
facts should be clearly and fully pre- 
sented. They should be candidly dis- 
cussed, but without acrimony. Possibly 
Hannibal melted the Alpine rocks with 
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vinegar instead of sugar, but today we 
require less of a disintegrating thin of 
a welding agent. 


NEW YORK AS AN INTERNA. 
TIONAL FINANCIAL CENTER 


ITH London temporarily off 

\X i gold standard fresh atten- 

tion is being directed to New 
York as a center of international finance, 
There are some who see in the present 
situation a possibility that the American 
capital will at no distant day take the 
place that the British capital has so long 
occupied. 

Between the two great financial cen- 
ters there are some notable points of 
difference. The banking business in 
London, so far as domestic institutions 
are concerned, centers around five great 
banks in addition to the Bank of Eng- 
land, to which the “Big Five” look for 
leadership, and whose guidance they im- 
plicitly follow. In New York the situa- 
tion is different. The banks are more 
numerous. Nor are they so closely re- 
lated to the Federal Reserve Bank as to 
follow its leadership. Instances are not 
wanting where some of the member 
banks have followed a course directly 
contrary to that of the Federal Reserve 
Bank at a critical moment. No such 
recalcitrancy would be thought of 
among the British “Big Five.” 

London also gives a far greater degree 
of hospitality to foreign banks than is 
permitted by the law of the State of 
New York. Foreign banks in London 
are on substantially the same footing as 
the domestic institutions, while foreign 
banks in New York operate under re- 
strictions seriously hampering their op- 
erations. The restrictive policy tends 
quite materially to hinder the develop- 
ment of New York as a center of inter- 
national finance. 

Another hindrance is the compara- 
tive weakness of our banking system as 
a whole. Bank failures at a rate ap 
proximating an average of 1000 a year 
tend to discredit American banking 
safety. Foreigners imperfectly ac’ 
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quainted with the large number of banks 
in the country, and the further fact that 
the majority of failures have been among 
the small country banks, are apt to in- 
terpret this heavy mortality as a sign of 
weakness in the entire banking system. 
Even when these mitigating conditions 
are pointed out to them, they call to 


mind the comparatively recent failure of - 


a very large New York bank. In re- 
spect to this failure it may be said that 
the bank was not a member of the clear- 
ing-house. This gives rise to the ques- 
tion as to whether or not membership in 
this organization should not be made 
compulsory for all banks in the city. If 
such were the law the probability of a 
failure of one bank, with the attendant 
discredit to all the banks, would be 
greatly lessened. 

The hope that New York is to dis- 
place London as the world’s financial 
center can hardly be entertained until 
our entire banking system is strength- 
ened, and especially until all the banks 
in New York are made as safe as the 
great banks in the British metropolis. In 
other words, if the New York banks ex- 
pect to lead in international finance, 
they must be willing to pay the price of 
such leadership. Banking safety, be- 
yond question, is a big part of that price. 

The Federal Reserve Bank of New 
York is imperfectly equipped for per- 
forming certain functions of a central 
bank, such as are indispensable if the 
city is permanently to assume the lead- 
ership involved in this discussion. It is 
trying to exercise some of these func- 
tions under a provincial banking system. 
Some of its acts have been arraigned as 
illegal. 

Since the export and import trade and 
the foreign financial relations of the 
country center on the Northern Atlan- 
tic seaboard, the three banks in this sec- 
tion should be consolidated, the banks 
at Boston and Philadelphia becoming 
branches of the Federal Reserve Bank of 
New York, instead of independent in- 
stitutions as they are at present. Then 
the New York bank should be given 
leval authority, clearly expressed, to per- 
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form duties not contemplated in the law 
creating the regional banking system. 
No argument is required to prove that 
the New York bank has become, by 
force of circumstances, something more 
than a regional bank. 

Our experience thus far in the field 
of international finance has not been es- 
pecially happy. We have been too eager 
to lend, otherwise many of our loans in 
Latin-America and in Europe would not 
be quoted at their present heavy dis- 
count. We impulsively entered the for- 
eign field and as impulsively withdrew 
from it when speculative opportunities 
at home offered the greater attraction. 
Our present abstention from foreign 
lending finds warrant in the uncertain 
economic and political conditions gen- 
erally prevailing. But our withdrawal 
in 1928 and 1929 had no such excuse. 
If New York is really to become the in- 
ternational center of finance, our lend- 
ing policy must be more conservative at 
the outset and more continuous and less 
spasmodic. 

It is the view of at least one leading 
London banker that our banks would 
save themselves from loss in many cases 
by co-operating with a London bank in 
making European loans. His argument 
runs something like this: the London 
bank is nearer to the Continental coun- 
tries, and in case of need can quickly 
send a man to make personal investiga- 
tion on the ground; this man is familiar 
with the various countries, their people, 
their banks and enterprises; he speaks a 
number of foreign languages; the Lon- 
don banker has had much longer experi- 
ence in handling European loans than 
the New York banks have had. 

No doubt there is much truth in this 
view. But there are two objections to 
its acceptance. In the first place, the 
New York bank is apt to have confi- 
dence in its ability to handle such loans 
without London intervention. Secondly, 
such intervention would call for a sur- 
render of part of the profit to the Lon- 
don institution. Perhaps both pride and 
profit might give way to greater safety, 
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and in the long run the New York bank 
would be the gainer. 

London’s long financial supremacy has 
been due to the confidence the world has 
justly had in its monetary system and 
in the integrity of its bankers and 
traders. If circumstances have somewhat 
impaired confidence in the stability of 
the pound, for the time being, the trust 
in the bankers and traders remains un- 
shaken. 

Much of London's financial suprem- 
acy may be attributed to the great banks, 
insurance companies, to shipping su- 
periority, and to the willingness shown 
to receive income on investments in the 
form of imports or to make reinvest- 
ment of it. Until we gain a like finan- 
cial position and are ready to follow a 
similar policy with respect to investing 
foreign income, the progress of New 
York toward international financial lead- 
ership will be slow and difficult. The 
banks of New York, by natural growth 
and consolidations, are becoming larger 
and stronger. They are rapidly ap- 


proaching a condition, and already have 
the disposition, to be able to assume the 
responsibilities of financial leadership. 
In assuming such responsibility they 
will require some legislative assistance. 
The readiness to grant this is not yet in 
evidence. 


THE BRITISH ELECTION 


S a rule elections in other countries 
Ak not proper subjects of com- 
ment in an American financial 
publication. Such elections usually have 
to do with affairs within the particular 
country, and these are of little concern 
to the outside world. But there are ex- 
ceptions to this rule, as to most others. 
For example, should an election be held 
in Germany and a party opposed to 
reparations payment should be victorious, 
the outside world would be greatly con- 
cerned. 

In a different way, the result of the 
recent election in Great Britain has an 
international aspect. For it represents 
a definite change in policy concerning 
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matters of great interest outside the 
British Isles. The Socialist or Labor 
party made its appeal to the electorate 
on some measures that were revolution- 
ary in character; such as the assumption 
of banking functions by the state, and 
a control of large-scale industry boder- 
ing on public ownership and operation. 
These radical proposals have met with 
decisive defeat. 

Looking at the result in a larger 
sense, it may be said to indicate dissatis- 
faction with socialistic experiments and 
reversion to a more conservative policy 
in the conduct of government. Radical 
proposals have lost their popularity even 
among the laboring elements of the 
population. The sober, solid qualities of 
the British people have asserted them- 
selves, and with an emphasis that can- 
not be mistaken. So overwhelming was 
the verdict that the Liberal and Labor 
parties, until a few weeks ago in control, 
have been all but destroyed so far as re- 
lates to their representation in Parlia- 
ment. 

This sudden and dramatic turn in 
British politics has been generally in- 
terpreted in a favorable light. It is 
taken to mean that the budget will be 
kept in balance, the gold standard re 
stored, and measures employed for cor- 
recting the adverse trade balance. To 
effect this latter end a protective tariff 
will doubtless be adopted. 

Recent events in England have shown 
that a crisis of the severest character 
was impending. To avert this the Na- 
tionalist Government was formed. Hur- 
riedly carrying some measures deemed 
necessary to tide over the situation, the 
leaders considered it essential to have a 
verdict of confidence from the country 
before proceeding further. This they 
have received overwhelmingly. 


OUTSIDE LOANS TO BROKERS 


Y an action recently taken by 
members of the New York Clear- 
ing-House Association _ brokers 


loans are not to be made except for 
banks, bankers and trust companies. 
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This means that the New York banks, 
at least such as are members of the 
clearing-house or use its facilities, have 
discontinued the practice of making 
brokers’ loans for “others.” 

When the stock market had its sen- 
sational break in October, 1929, loans of 
the character indicated were in the 
neighborhood of $4,000,000,000. In a 
period of two weeks these loans were 
reduced by $1,432,000,000. 

It has been pointed out by the banks 
that these loans had in them two po- 
tentialities of mischief. In the first 
place, they tended to foster speculation 
at a time when the banks wished to cur- 
tail it. Secondly, the sudden withdrawal 
of large amounts from the market 
brought about a fall in security prices 
greater and more rapidly than was de- 
sirable. Briefly, the position of the 
banks was that these outside lenders did 
not feel the sense of responsibility at- 
taching to the banks. They were con- 
cerned solely with the safety of their 


funds and the large profits to be earned 
in putting them in the call loan market 


at high rates. Although the banks did 
not assume liability for the safety of the 
loans, this safety was practically assured 
by the care exercised by the banks in 
handling the funds. For this service 
they received a commission of one-half 
of 1 per cent. 

The New York banks contended that 
they could not exercise control over the 
brokers’ loan situation, because rich cor- 
porations and individuals were supply- 
ing such a large part of the funds which 
the brokers were using. This conten- 
tion received confirmation from the fact 
that when the stock crash came the banks 
were not heavily concerned. Thus they 
were able to step in and supply the loans 
needed to fill the gap left by the sud- 
den withdrawal of $1,432,000,000 for 
“others.” By taking this action the New 
ae banks mitigated the severity of the 
Shock, 

While the action of the New York 
banks in this matter is highly commend- 
able as making for greater conservatism 
in managing brokers’ loans, some doubts 
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must be entertained as to its effective- 
ness. Outside lenders can probably find 
individuals to handle this business for 
them, though with less safety than the 
banks afforded. Or the “others” can 
place their funds in an out-of-town bank, 
which can have the money loaned in 
New York without incurring the pro- 
hibition of the clearing-house rule. 

Whether either of these devices suc- 
ceeds or not, the new rule is a good one. 
It makes it easier for the New York 
banks to exercise a greater measure of 
control over the call loan market, and 
carries with it increased responsibility 
for the course of speculation. 


THE SITUATION THAT CON- 
FRONTS BANKING 


JPoticy this title the Economic 
Policy Commission of the Amer- 
ican Bankers Association has pub- 

lished a report dealing with such mat- 
ters as the 1930-31 bank failures, the 
problem of meeting the bank failure 
situation, developments in branch, group 
and chain banking, revolutionary pro- 
posals aimed at banking, and some 
specific recommendations for meeting ex- 
isting conditions. 

Dealing with bank failures, the report 
finds that they were not confined to any 
type of bank organization. “The de- 
termining factor was universally the 
type of management, not type of or- 
ganization. Good management kept 
unit, chain, group or branch banking 
sound; it kept small banks sound as well 
as large banks, country as well as city 
banks, national, state, Federal Reserve 
member or non-member banks—in brief, 
good management kept all classes of 
banks sound.” 

Referring to the effect of depressed 
business conditions upon banking, and 
admitting their seriousness, the report 
fails to find in the situation a sufficient 
excuse. It goes on to say: 


“And so we find an excuse for many 
bank failures in either general or specific 
economic factors. But after all, is it not 
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more constructive to seek remedies and 
methods of prevention rather than ex- 
cuses? Is it not in fact a function of 
bank management to understand eco- 
nomic conditions and anticipate changes? 
We cannot alter major economic con- 
ditions. Therefore we must conform to 
them ” 


No doubt, as indicated in the report, 
mergers and liquidations were too long 
delayed in the face of conditions point- 
ing to such a course, and failure or sus- 
pension was the result. But the report 
places squarely upon the banks the major 
responsibility for keeping solvent, fur- 
ther stating on this point: 


“We repeat that we believe there is 
no greater preventive of bank failures 
than good bank management, whether 
general conditions are good or bad. We 
cannot change those economic or other 
special external conditions, which doubt- 
less destroyed some particular banks in 
ways that were beyond the power of 
any type of management to prevent. 
But after all the vast majority of banks 
survived under the same identical eco- 
nomic conditions in which the great 
minority failed. This is true in respect 


THE BANKERS MAGAZINE 


to the drought-stricken agricultura! dis. 
tricts as well as in the less hard-hit 
areas. Does this not imply that in gen- 
eral the banks that survived were, by 
better management, able to fortify them- 
selves and cope successfully with condi- 
tions that were common to virtually all 
banks? This clearly indicates that good 
bank management is a source of strength 
even against such economic adversity as 
the nation has passed through the last 
year and a half and that therefore the 
propagation of good bank management 
by every practical means offers organized 
banking its greatest opportunity of ser- 
vice both to the business of banking and 
the welfare of the nation.” 


At the time this report was published, 
the rate of bank failures was declining, 
and the hope was expressed that the 
worst of the situation was then reached. 
This hope has not been realized, as bank- 
ing mortality has continued at a grow: 
ing rate through practically all of the 


present year. Still, the great majority of 
the banks are going on as usual; in pro 
portion to the total number of banks the 
failures are relatively insignificant, and 
in proportion to total resources almost 
negligible. 





Do Bank Secondary Reserve 
Theories Need Revising? 


A Reply to a Letter by John P. Duke of Klamath Falls, Ore. 


By Eucene H. Burris 


bunking Some Secondary Reserve 

Account Theories,” the following 
letter was recently published in The 
American Banker, signed by John P. 
Duke, president of the Oregon Bank 
and Trust Company, Klamath Falls, 
Ore.: 


U NDER the graphic heading, “De- 


Editor, American Banker: 

During the last two decades, during bank- 
ers’ conventions, some one has risen to his 
feet and informed the banker how to arrange 
his bank’s assets so that it can meet any 
emergency and financial depression with the 
greatest of ease. He has usually furnished 
his audience with a simple set of figures, rep- 
resenting the proper segregation of assets to 
make the bank depression-proof, denoting the 
percentage of each asset which, for some un- 
known reason, is expected to fit each bank, 
notwithstanding the character of its‘ custom- 
ers, whether it is located in city, or village, 
or in a farming or mining, or in an industrial 
district, or without any regard to the greatly 
diversified seasonable requirements of each 
individual bank prescribed for. 

Since the World War these disciples of 
the gospel of greater liquidity have added 
from time to time to their potions of so-called 
“secondary reserve” a larger proportionate 
investment of bonds, so that we now find in 
every financial magazine or periodical, and 
in many others, some reference to the subject. 

Your American Banker, which I like to 
read, has for some months been quite occu- 
pied with quotations from authorities on the 
subject of more bonds for banks. These bonds 
to be used for “secondary reserves.” 

About the middle of May, the Comptroller 
of Currency, officials of the Federal Reserve, 
Superintendent of Banks and others were 
quoted by you as advising banks to collect 
loans and, with the proceeds, buv “the high- 
est type of bonds” to build up “secondary 
reserves.” This advice I will refer to later. 

By what stretch of imagination can bonds 
be classed as “secondary reserves,” a security 
that cannot be discounted, nor borrowed 
upon (excepting those issued by the United 


States), with the Federal Reserve Bank? 
A security that can only be sold during a 
depression at depreciated values and at the 
expense of a probable assessment of stock- 
holders or a major reduction to the bank's 
surplus? 

A bank’s “secondary reserve” is properly 
presumed to be composed of a class of assets 
that can immediately be disposed of without 
loss when there is an emergency demand by 
depositors, and usually created by a financial 
depression. To be liquidated, not at the in- 
ception of the depression, but when it is at 
its greatest density. Perhaps the present de- 
pression is at its greatest density, we hope so. 
Are banks depleting their bond accounts? 
They are not. 


HOW BANKS ARE MEETING DEMANDS 


Banks, where deposits are diminishing, are 
meeting demands by collections from the 
note pouch, or by borrowing through it, or 
by using United States bonds as collateral to 
loans, or from all of these sources. Is the 
banker pleased with his bond account? Why 
are not banks selling bonds instead of bor- 
rowing during this great emergency? Let 
them tell you. 

Is it not a fact they do not care to throw 
them onto an already disorganized market, 
and they propose to carry these depreciated 
bonds to such time as financial conditions 
improve, and with the improvement, a better 
market is established? Is it not a fact that 
a bond account has in every previous de- 
pression proved itself to be a fair weather 
friend? 

In the year 1894, during that major panic, 
I was a youngster in a national bank of 
$75,000 capital. It was found expedient to 
merge with another bank and surrender its 
national charter. Seventy-five thousand dol- 
lars United States bonds, which were ac- 
quired at a price of 142, were sold at a 
price of 104. A loss amounting to $28,500, 
by far the greatest individual loss incurred 
by the bank. 

L. M. Read, manager bank service depart- 
ment of R. G. Dun & Co., in a recent pam- 
phlet entitled “The Story of Commercial 
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Paper,” makes the following statements: “In 
the last quarter of the year (1907) bonds 
and securities were sacrificed for ready cash 
at greatly reduced prices. 

“The closing of the New York Stock Ex- 
change from August through November, 
1914, again caused security values to de 
preciate rapidly. Bankers found it extremely 
difficult to liquidate their investments on a 
satisfactory basis to meet suddenly expand- 
ing demands for funds from depositors.” 

During the early part of 1921, and for 
some years previous, the writer was in active 
charge of a country bank. This bank served 
a farming community devoted principally to 
raising wheat. The bank went through the 
depression with approximately a third shrink- 
age of its deposits. The payment of this 
large decrease was met entirely from its note 
pouch, without recourse to rediscounting, 
sale of any assets, nor by borrowing. It had 
remaining large cash reserves and liquid 
paper, besides possibly 20 per cent. reserve 
of commercial paper in its note pouch. 

If this bank had depended upon the sale 
of its United States bonds, for the payment 
of its deposits, it would have taken a loss 
of $180 for every $1000 bond and would 
have been forced to forego the usual 12 per 
cent. dividend which it paid from annual 
profits during the continuance of the de- 
pression. Upon leaving this bank I found 
myself in a position to intimately observe 
the bond accounts of a large number of 
banks. Did they sell their bonds? They 
did not. They were held until the depres- 
sion was over and prices recovered. 


URGED BOND BUYING 


During the middle of the month of May, 
of this year, excerpts from addresses of the 
Comptroller of the Currency, and of other 
noted authorities of banking, were quoted in 
your paper. These gentlemen were in ac- 
cord in urging banks to turn collections from 
the note pouch into highest type of bonds, 
presumably United States bonds. Immedi- 
ately upon reading these articles, my atten- 
tion was called to the list price of Govern- 
ments. 

We at once sold all of our limited supply 
of these bonds but, out of curiosity, filed, 
for future reference, the current bond quota- 
tions. This was on May 20, 1931. I have 
now compared the current quotations with 
those of the former date, not five months 
since. The market for highest rate Govern- 
ments has depreciated at a rate of nearly 
2 per cent. a month, or about 20 per cent. 
per annum, if carried out. 

There is also an additional loss of the dif- 
ference in earning rate of United States 
bonds and the average cost of operating a 
bank, bringing the loss, if the present rate 
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is maintained, to approximately 24 per cent. 
per annum. What would be the feelings of 
a banker if the bank suffered an equal loss 
in a similar investment in well selected loans 
made during the same period? 

Passing over for a moment the propriety 
of a bank’s depending on its bond account 
as a secondary reserve. When did it become 
good banking to invest heavily of its com- 
mercial funds in an investment which can at 
best be sold for an uncertain value and, in 
times of stress, at certain greatly reduced 
prices, or make huge investments in obliga- 
tions created for the purpose of covering a 
continued deficiency of earnings under ex- 
penses? 

This explosion of the theory of the avail- 
ability of bonds as secondary reserve for 
banks may be called heresy by many, but I 
certainly prefer to be crucified for exposing 
this popular theory than to be crucified on 
the cross of a depreciated bond account. 

Shall we bankers not face the facts? Bonds 
have acted no differently in this depression 
than in every previous depression. In every 
former depression, without exception, for at 
least fifty years, bonds as secondary reserves 
have been a frail staff to lean upon. We 
may point to them with pride. We may ad 
vertise them. But we dare not sell them. 


BONDS AND LONG WHISKERS 


Long whiskers were once considered an 
ornament. Maybe they were thought fair 
to look upon. They were possibly good to 
feel. Frequently they were of service, by 
concealing defects, but they have long been 
discarded as having no place in modern life. 

Assuredly bonds have a place for invest- 
ment with insurance companies, savings banks, 
individuals and trusts and as security in com’ 
mercial banks for term public funds, and 
for other purposes, but not as a bank's sec 
ondary reserve. oa 

Let us place the theory of the availability 
of a large bond account with which to meet 
deposit withdrawals during depressed periods 
in the same category as long whiskers, Santa 
Claus, and the childhood sayings of Alexan- 
der the Great, and other prominent notables 
now long dead. Let us bankers do more de- 
bunking. Let us seek advice from successful 
merchants. Let those having most knowledge 
of costs and salesmanship be invited to our 
meetings and help us reorganize our most 
disorganized business. 

Let the managers of the most efficient 
public utilities companies inform us at our 
meetings how they arrange their charges to 
equal the services rendered. For, after all, 
the public utility corporation is very similar 
to the bank in that customers use the set’ 
vices of each solely for their own personal 
convenience and gain. 
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Let us seek the aid and advice of the suc- 
cessful department store manager in reor- 
ganizing the internal working of our banks 
so that in the end we may bring each de- 
partment and each class of service to a point 
where it will show a reasonable profit. 

When these lessons are learned and these 
things accomplished then the banks will be 
able to (1) carry on hand more adequate 
first reserves, (2) pay more in money and 
time toward the proper investigation of each 
loan and each borower’s affairs, (3) furnish 
better and more intelligent services to those 
customers that pay their way and (4), and 
by no means least, maintain a reasonable 
profit through all periods without the neces- 
sity nor the temptation of keeping its funds 
too closely invested in the vain attempt to 
earn a fair return on the capital invested. 


PROVIDES VALUABLE INSIGHT 


The letter reprinted above provides a 
valuable insight into the minds of coun- 
try bankers, and helps to explain why a 
great many of them have had the rough 
experience which has been theirs during 
the last four years with their bond ac- 
counts. It also indicates that at least 
five of the principles which have been 
expanded by the research into the sec- 
ondary reserve problem in bank man- 
agement have been overlooked. It would 
seem particularly timely, therefore, to 
undertake a bit of retrospection and 
bring to the surface at this point some 
of the cardinal factors in the practice of 
secondary reserve control as suggested 
by this letter. 

In the first place, note the following 
quotation taken from an address made 
by the writer before the Connecticut 
Bankers Association in June, 1929, and 
reprinted in THE BANKERS MAGAZINE, 
issue of August, 1929: “. The 
point should be made very clear that a 
study of general figures, averages, etc., 
as a basis for establishing a policy of 
management for an individual and in- 
dependent unit bank, is dangerous. Each 
community where a bank may operate 
represents a certain set of economic con- 
ditions dependent upon agriculture, 
business and industrial enterprises which 
may be operating there, and the par- 
ticular requirements of such a specific 
community are reflected in the experi- 
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ence of the bank or banks which serve 
that community. Therefore, the solu- 
tion of the problem of scientific bank 
management lies in determining what 
are the requirements of a particular 
bank for liquidity, as reflected i in a study 
of its past history. 


PRINCIPLES NOT CLEAR 


That there has been considerable hazi- 
ness in the conception attained by bank- 
ers of the principles governing secon- 
dary reserve assets, and the types of in- 
vestment which will fill the requirements 
of secondary reserve, is made apparent 
in the following excerpt from the letter 
printed above: By what stretch 
of imagination can bonds be classed as 
‘secondary reserve, a security that can- 
not be discounted nor borrowed upon 
(except those issued by United States), 
with the Federal Reserve Bank, a secur- 
ity that can only be sold during a de- 
pression at depreciated values, and at 
the expense of a probable assessment of 
stockholders or a major reduction to the 
bank’s surplus. 4 

Mr. Duke’s rhetorical question may 
be answered by a second quotation from 
the same address, which cited the fol- 
lowing definition of secondary reserve, 
as set up by Dr. Paul M. Atkins: “Sec- 
ondary reserve may be defined as com- 
posed of those income-producing assets 
from which funds may be quickly and 
easily obtained, whenever the primary 
reserve has been rendered inadequate for 
any reason, to such an extent that it be- 
comes necessary to replenish it. Assets 
which fall under this classification are 
call loans, bankers’ acceptances, com- 
mercial paper, rediscountable loans and 
discounts, and securities whose market- 
ability is immediate, and which have, in 
addition, price stability. The short- 
term bonds are most effective in this 
last consideration.” 

Mr. Duke’s letter brings out a fur- 
ther important point, namely, that the 
bond accounts of banks have not stood 
up as well under pressure as have their 
loans and discounts. In Mr. Duke’s 
words—‘Banks, where deposits are di- 
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minishing, are meeting demands by col- 
lection from the note pouch, or by bor- 
rowing through it, or by using United 
States bonds as collateral to loans or 
from all these sources. Is the banker 
pleased with his bond account? Why 
are not banks selling bonds instead of 
borrowing during this great emergency?” 

In this connection, the writer asked a 
question in THE BANKERS MAGAZINE of 
March, 1930, from which issue the fol- 
lowing quotation is taken: “What 
banker would consider himself at all 
astute who did not establish in his 
loans and discounts to customers a con- 
siderable proportion falling due within 
thirty, sixty or ninety days? This is 
recognized as an essential in sound bank 
management. Yet when credit strain 
appears, he finds that his borrowers seek 
to have their loans renewed, pleading 
slow collections, reduced inventory turn- 
over, and the urgent need of continued 
credit. 

“At the same time, credit strain re- 
duces the effective liquidity realizable 
without market sacrifice in its effect on 
bond prices through increased money 
rates. This results in lower market 
quotations in order to align the yield of 
bonds with the prevailing money rates. 

“But, because short-term bonds are 
immediately coming due at par, their 
prices do not decline to any consider- 
able degree comparatively. They can 
be liquidated without any appreciable 
market loss. That this is true may be 
seen by comparing the effects of high 
money rates upon bonds whose maturi- 
ties are six months, one year and six 
years, respectively, in order to align 
them with the money rate of 7 per cent., 
which closely approximates the average 


return realized from call money during 
the period from April, 1928, until Oc- 
tober, 1929. 

“The average decline of bonds with 
a maturity of six months is seen to be 
but one-tenth the price decline of bonds 
with a maturity of six years and bonds 
maturing in one year show a decline of 
but one-fifth that of the longer-term 
bonds. 

“When is a secondary reserve really 
liquid? The bank is indeed fortunate 
whose reserve fund is so arranged that 
bonds are constantly maturing in series 
so that they may be converted into cash 
without price sacrifice. By this method 
the banker constantly has cash available 
to meet his requirements. This is the 
manner in which the banker administers 
his portfolio of customers’ loans and 
discounts, providing for a continuous 
stream of maturities. Why should not 
the same principles be applied to the 
arrangement of his bond portfolio?” 


PANIC OF 1894 


Then, Mr. Duke goes back into his 
tory farther than it is the writer's privi- 


lege to go in experience. “In the year 
1894, during that major panic, I was a 
youngster in a national bank of $75,000 
capital. It was found expedient to 
merge with another bank and surrender 
its national charter. Seventy-five thou- 
sand dollars United States bonds, which 
were acquired at a price of 142, were 
sold at a price of 104, a loss amounting 
to $28,500, by far the greatest individ- 
ual loss incurred by the bank.” 

In the above instance, where Mr. 
Duke, in his experience, observed a loss 
in his bank’s capital of more than a 


TABLE SHOWING PricEs OF BonDs TO YIELD 7 PER CENT. 


Maturity 6 Months 

Decline 

Below 

Coupon Par 
4 Per Cent. 1.45 
5 Per Cent. y 97 
6 Per Cent. : 48 


Price 


Average ; .96 


Maturity 1 Year 
Decline 
Below 

Par 


Maturity 6 Years 
Decline 
Below 

Par 
14.49 
9.66 
4.83 


9.66 


Price 
85.51 
90.34 
95.17 


90.34 


Price 
97.15 2.85 
98.10 1.90 
99.05 95 


98.10 


1.90 





THE BANKERS MAGAZINE 


third, in long-term United States Gov- 
ernment bonds, sold under conditions of 
stress, not unlike those of the present 
time, there is a distinct lesson to be 
drawn. 

It was with similar experience of 
banks in mind that Dr. Paul M. Atkins 
sounded a timely note of warning to 
bankers in the September, 1931, issue of 
THE BANKERS MacazINeE. Referring to 
the avidity with which bankers were 
acquiring United States Government 
bonds, in this period of stress, Dr. 
Atkins has this to say: “ In or- 
der to yield 3.27 per cent. to the nearest 
call date, 1947, the Treasury 4!/4’s sell 
at 112 10/32, a fairly substantial pre- 
mium. Let us assume that these bonds, 
within a year, should go to a 3.75 per 
cent. basis—an increase in yield of only 
about one-half of 1 per cent. Under 
such circumstances, the price would fall 
to about 106, a drop of 6 points. If, for 
the sake of argument, the period is 
taken as a year, then the bank would 


have received 4.25 per cent. in interest, 
and lost about 6 per cent. in the market 
value of these bonds, or a net loss of 


” 


approximately 1.75 per cent. 

Dr. Atkins had in mind the imminence 
of increased rediscount rates by the Fed- 
eral Reserve and similar factors affecting 
money rates, which did take place, and 
whose effects were accentuated by other 
and more serious developments in the 
field of banking and international fi- 
nance, which have forced the Treasury 
Fourth 444’s of °47-°52 down to a low 
of 101 28/32 or a drop, from their 
price of 112 10/32, of nearly 104 
points. Compare the effects of this loss 
in principle with Dr. Atkins’ recom- 
mendation that United States Treasury 
notes, due in four months, on a basis of 
53 per cent., would have been a pref- 
erable medium back in September for 
the investment of secondary reserve 
assets, 

{t is generally accepted that the three 
functions which a bank must accomplish 
are these, in the order of their impor- 
tance: 
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1. Depositor protection, or the as- 
surance that the depositors of a given 
bank may at all times be able to receive 
their money back upon demand. 

2. Customer accommodation, which 
is the use of the funds of the community, 
mobilized in the bank or banks serving 
that community, as a fund with which 
to finance the working capital require- 
ments of the business men of that com- 
munity, who can justify such accommo- 
dation by providing ample security in 
the form of receivables or other liquid 
collateral. 

3. Stockholder satisfaction, to which 
end the two preceding functions must 
be so regulated as to provide compensa- 
tory earnings in order to justify the 
business risk and double liability at- 
tendant upon the ownership of bank 
stock. 

The following excerpt from Mr. 
Duke’s letter indicates a certain mal- 
construing of the relative importance of 
the three principal functions of bank- 
ing: “ During the early part of 
1921, and for some years previous, the 
writer was in active charge of a country 
bank. This bank served a farming com- 
munity devoted particularly to raising 
wheat. The bank went through the de- 
pression with approximately a _ third 
shrinkage of its deposits. The payment 
of this large decrease was made entirely 
from its note pouch, without recourse 
to rediscounting, sale of any asset, nor 
by borrowing. It had remaining large 
cash resources and liquid paper, besides 
possibly 20 per cent. reserve of com- 
mercial paper in its note pouch. 

“If this bank had depended upon the 
sale of United States bonds for the pay- 
ment; of its deposits, iti would have 
taken a loss of $180 for every $1000 
bond, and would have been forced to 
forego the usual 12 per cent. dividend 
which it paid from annual profits during 
the continuance of the depression. 

This citation, while it takes note of the 
dangerous fluctuations to which long- 
term bonds of the highest quality are 
subject, suggests a line of thought which 
seems undoubtedly to be at least a partial 
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explanation for the continuing distress 
being suffered by a whole country in this 
depression. 


PROFITED FROM EXPERIENCE 


A little further along in his letter, 
Mr. Duke indicates that he profited 
from the experience of 1921, and in 
May, 1931, sold his long-term Govern- 
ment bonds and saved his bank a loss of 
approximately 2 per cent. per month 
for the five succeeding months. This 
foresight is very much to be commended, 
but Mr. Duke also indicates that at this 
time he is depending not upon a soundly 
conceived secondary reserve fund, com- 
posed of short-term Government and 
corporation securities, commercial paper, 
bankers’ acceptances, etc., to meet urgent 
requirements for liquidity. Rather, the 
school of banking thought here repre- 
sented is making the customers of the 
banks pay the price of the bank’s un- 
scientific management policies. At a 
time when credit accommodation is 
needed by the bank’s customers in order 
to maintain themselves in business, and 
to continue the employment which their 
business provides to people in the com- 
munity, bank customers the country over 
are being starved for credit. If, in 1921, 
Mr. Duke’s bank continued its dividend 
of 12 per cent. in spite of an 18 per 
cent. loss in its Government bonds, it 
must have maintained its liquidity, as he 
says, by restricting the accommodation 
to its customers, which was vitally 
needed by them at that time, and the 
customers must have lost more than the 
12 per cent. dividend paid by the stock- 
holders. 

Having “exploded” the theory of the 
availability of bonds as secondary re- 
serves for banks, as he has but partially 
understood it, Mr. Duke proceeds with 
this suggestion: “Let us place the theory 
of the availability of a large bond ac- 
count with which to meet deposit with- 
drawals during distressed periods in the 
same category as long whiskers, Santa 
Claus, and the childhood sayings of 
Alexander the Great and other promi- 
nent notables now long dead. Let us 
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bankers do more debunking. Let us 
seek advice from successful merchants, 
Let those having most knowledge of 
costs and salesmanship be invited to our 
meetings and help us to reorganize our 
most disorganized business. 

“Let the managers of the most efficient 
public utility companies inform us at our 
meetings how they arranged their 
charges to equal the services rendered, 
for, after all, the public utility corpora- 
tion is very similar to the bank in that 
customers use the services of each solely 
for their own personal convenience and 
gain. 

“Let us seek the aid and advice of the 
successful department store manager in 
reorganizing the internal working of our 
banks, so that in the end we may bring 
each department and each class of ser- 
vice to a point where it will show a rea- 
sonable profit.” 


A MORE SIMPLE SOLUTION 


Would it not be a more simple and 


direct approach to the solution of the 
banking problem for bankers to apply 
to their own problem the same prin- 
ciples of scientific management which 
have made the public utility companies 
and the department stores successful in 
their field of operation? In other 
words, let us focus the microscope upon 
the field of banking in order to discover 
those germs of disease which have made 
well nigh necessary sanitarium treat- 
ment. 

Mr. Duke, in his summary, includes 
four very constructive aids toward the 
improvement of banking conditions, as 
follows: 

“When these lessons are learned 
(quoted just above), and these things 
accomplished, then the banks will be 
able to (1) carry on hand more ade- 
quate first reserves; (2) pay more in 
money and time toward the proper in- 
vestigation of each loan, and each bor’ 
rower's affairs; (3) furnish better and 
more intelligent service to those cus 
tomers that pay their way; and (4), and 
by no means least, maintain a reason: 
able profit through all periods, without 
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the necessity nor the temptation of keep- 
ing its funds too closely invested in a 
vain attempt to earn a fair return on the 
capital invested.” 

To these four points the writer wishes 
to add: (1) That bankers strive intelli- 
gently toward establishing sound sec- 
ondary reserve assets of short term, 
originating beyond the confines of their 
local communities, and therefore as free 
as possible from adverse influences likely 
to affect their local communities, and 
(2) that the bankers so set their houses 
in order that they may be able to ac- 
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commodate customers at times when a 
line of credit is most needed for the 
prosperity of the community and of the 
nation, rather than encroach upon the 
borrower's justified claim for accommo- 
dation in order to meet the exigencies 
of depositor protection in times of bank- 
ing strain. 

When the earnings in other lines of 
business are reduced as they are now, as 
they were in 1921, and in the preceding 
periods of depression, is it just for com- 
mercial banks to continue paying “usual” 
dividends of 12 per cent? 


Bank Auditors Should Be Constructive 


ANK auditors and comptrollers 
B should be constructive, not destruc- 

tive, in their criticism, John A. 
Will, comptroller of the Chase National 
Bank of New York, told the Associa- 
tion of Bank Auditors and Comptrollers 
at its annual meeting in Atlantic City 


recently. Their titles, he said, do not 
give them the privilege of going into the 
various departments of their respective 
institutions and criticizing everything 
without offering any remedies. 

“Now let us come down to our own 
particular titles of auditors and comp- 
trollers,” he said. “A great many auditors 
and comptrollers unfortunately believe, 
because they have such titles, that they 
have a right to go into the various oper- 
ating departments with a chip on their 
shoulder and criticize everything, even 
to the dotting of the i’s and the crossing 
of the t’s)s How many auditors and 
comptrollers realize that to a large de- 
gree they are second guessers and, as a 
baseball fan in the grandstand after a 
pitcher has been knocked out of the box, 
says, “Well, if I was manager of that 
team I would have replaced that pitcher 
before he was knocked out,’ forgetting 
all the while that the manager of the 
team, if he knew the pitcher was going 
to be knocked out, naturally would have 
done likewise. But his guess was the 


first guess and naturally his hindsight 
was much better than his foresight. 

“During the last twenty years I have 
heard many comptrollers and auditors 
contend that they cannot get this done 
and that they cannot get that done, and 
I am firmly convinced that if they would 
sit down for at least fifteen minutes and 
analyze themselves they would readily 
see that in the majority of the instances 
it was not the fault of the operating 
officer that they could not get the work 
done but the fault lay in themselves. If 
a comptroller or auditor would go into 
the various departments of his institu- 
tion with the idea within himself that he 
is their friend and a purely constructive 
critic, and impart that idea to the oper- 
ating officers and employes, I am more 
than positive that he would get 100 per 
cent. co-operation. It is an easy matter 
for a comptroller or an auditor to 
criticize, as I have said before, because 
he is a second guesser, but a real comp- 
troller or auditor not only criticizes but 
offers something better to take the place 
of that which he does criticize. If you 
will keep in mind whenever you do any 
work, that your criticisms should be of 
a constructive nature, I feel positive, and 
I speak from long experience, that you 
will have no difficulty in getting the co- 
operation of the operating officers and 
employes.” 





THE BANKERS MAGAZINE 


A corner of the barking room of the Easton National Bank, Easton, Pa., showing the 

entrance vestibule and great windows. The interior marble is Siena Travertine, which 

contains a rich mixture of yellows, accented by purplish-black veining. Metal work is 

of hand-wrought iron. The appearance of beaten silver leaf has been given to the 

ceiling by the application of metallic leaf and subsequent glazing in varied tints. The 

Tilghman Moyer Company of Allentown, Pa., designed, erected, decorated and fur- 
nished the structure. 





New Aids for Lame Ducks 


New Methods for Liquidating Closed Banks and Releasing Frozen 
Deposits 


By JoHN WALKER HARRINGTON 


CHANGE of policy toward dis- 
abled or fallen banks is coming 


over the spirit of American fi 
nance. It represents a shifting of the 
general attitude—the dawn of a new 
era. History teems, of course, with 
many individual instances where large 
institutions and associations and power- 
ful private bankers have offered timely 
aid to the faltering. In the past, how- 
ever, much as the heart sympathized, 
the head was inclined to decide it was 
just as well to let lame ducks alone. 
Certainly the task of having the 
wounded retrieved from the marshes of 
failure was regarded as not up to the 
banking fraternity, but to public ofh- 
cials. The new ideals now coming into 
vogue are the outcome of this cycle of 
crisis, the sign of the passing of which is 
irradiating the economic sky. In what 
will they result? 

The optimist sees in them a rainbow 
of promise. He believes they make for 
an important and altruistic service to 
the community—the restoration of con- 
fidence where it is needed and the al- 
laying of depositor-anxiety in days of 
storm and stress. Lastly, and by no 
means least, he thinks they benefit the 
good Samaritans themselves, as well as 
financial institutions of all sorts and 
conditions. In this article are given 
some salient facts, as well as conclusions, 
with which views the reader may or may 
not agree. 

The initiative in this recent movement 
was taken by banks, rather than by 
fiscal representatives of states or nation. 
Since it began some months ago, the 
$100,000,000 National Credit Corpora- 
tion was formed at the instance of 
President Hoover for the purpose of 
aiding small or weaker banks and easing 
the economic situation. 


It is now proposed that the scope of 
the Federal Reserve System be extended 
and its rules liberalized. Within it 
there could be held a revolving fund of 
fully $2,000,000,000, perhaps more than 
that sum, from which closed banks could 
be aided and their anxious depositors 
relieved from embarrassment. From 
such resources emergency dividends, ac- 
cording to conditions, could be paid to 
those whose money was tangled in the 
collapse. The clients of such banks 
might get advances of from 10 to 60 
per cent. under such an arrangement, 
pending a final winding up of the affairs 
of the institutions. As it is estimated 
that $1,500,000,000 is frozen in this 
country through closed banks and re- 
ceiverships alone, the actual sum re- 
quired would loom larger than the fund 
named. In fact, the plan provides, as 
will be recalled, for a four-billion-dollar 
potential. This would help in relieving 
approximately $1,500,000,000 of dis- 
tressed real estate and counteract the 
hoarding of probably nearly another 
billion, some of it in safety deposit 
vaults or far less safe personal deposi- 
taries. 


MERGERS AND ABSORPTIONS 


Succor has been given to some dis- 
abled banks by mergers, whereby the 
heavily capitalized banks: or trust com- 
panies guaranteed to depositors the full 
amounts of their deposits. Other smaller 
banks have decided in some instances to 
liquidate through the agency of a power- 
ful neighbor, a transaction quite distinct 
from merging or absorption. Such solu- 
tions of vexed equations have been 
reached simply and painlessly and minus 
panicky demonstrations. They have 
differed widely from the methods of 
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rescue chronicled years ago, when trucks 
laden with bank bills and specie were 
rushed to the scene with all the tech- 
nique of melodrama. 

A recent example of non-sensational 
absorption was seen in Chicago when 
the Foreman banks were taken overnight 
under the sheltering wing of the First 
National. Through the action of the 
Chicago Clearing House $10,000,000 
was provided to meet any emergency 
demands of depositors. The simple 
announcement on posters and pro 
claimed by the living voice, “This is the 
First National Bank,” in the Foreman 
public space allayed the disquiet of de- 
positors who went there in apprehensive 
mood. 


PURCHASE OF ASSETS 


Wide interest has been focussed upon 
the effort to make a quick settlement of 
the business of five closed banks in New 
York City through the purchase of their 
assets by the Manufacturers Trust Com- 
pany. Inasmuch as the method used 
was employed for the first time in New 
York State, its details are here reviewed. 
All of the institutions were state banks, 
four with main offices on Manhattan 
Island and one in Brooklyn. In round 
numbers their deposits of a recent date 
aggregated $37,700,000. The names and 
addresses and other information con- 
cerning them, as of last June, follow: 


American Union Bank (Founded 1917), 
capital, $1,000,000; surplus and_ profits, 
$958,399; deposits, $7,939,819. Main office 
at Seventh avenue and 37th street, Man- 
hattan, in the “Garment Center” with 
branches at 918 Broadway and First avenue 
at 81st street. 

International Madison Bank & Trust Com- 
pany (Founded 1921), capital, $1,750,000; 
surplus and profits, $1,607,332; deposits, 
$7,761,863. Main office, 147 Fifth avenue, 
Manhattan, with branches at 12 Avenue A, 
497 Seventh avenue, 100 Park row, Man- 
a and 4702 Eighteenth avenue, Brook- 
yn. 

Times Square Trust Company (Founded 
1926), capital, $1,000,000; surplus and 
profits, $5'78,353; deposits, $1.882,406. Main 
office, 565 Seventh avenue, Manhattan, with 
branch at 1745 Bathgate avenue, in the 
Bronx. 
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Bank of Europe Trust Company (Found 
1929), capital, $1,000,000; surplus, $585,- 
708; deposits, $12,708,919. Office, 142 
First avenue. 

Glebe Bank & Trust Company (Found 
1929), capital, $1,525,000; surplus, $534, 
748; deposits, $7,486,270. Main office, 81 
Broadway, Brooklyn, in the Williamsburg 
section, with branches at 1612 Broadway, 


6617 Myrtle avenue, 2709 Church avenue 
and 5007 Church avenue, all in Brooklyn 


The Manufacturers Trust Company 
entered into a contract with Joseph A. 
Broderick, New York State Superin- 
tendent of Banking, to purchase the 
assets of the quintet. The agreement 
was that the company take over every- 
thing the banks had and pay to the de- 
positors all that could be realized, minus 
certain expenses, mainly for bookkeep- 
ing. The Manufacturers Trust Com- 
pany promised to pay as soon as possible 
50 per cent. of their accounts to ail de- 
positors. It was agreed that cash would 
be made available for that purpose and 
deposited in branches of the trust com- 
panies’or at such offices of the closed 
bank as would be kept in commission 
by the purchaser. The depositors could 
then draw all the 50 per cent. out or 
part of it, according to their needs, or 
leave it, as they desired. The contract, 
after it had been signed, was submitted 
to the Supreme Courts of the two New 
York City counties having jurisdiction 
and duly approved, according to law. 
There was some slight objection made 
but it was overruled by the court. The 
arrangement was then ratified by the 
formal vote of holders of two-thirds of 
the outstanding stocks. Next came the 
routine of verifying the claims and the 
transfer of the monies concerned. The 
first payment after the crediting of the 
50 per cent. is set tentatively for Janu- 
ary 1, 1932, and other sums are to be 
disbursed quarterly until all the frozen 
assets have been thawed. How much 
the depositors will get depends upon 
varying factors, but they seem rather 
confident of getting all or practically 
all of what the books show in their 
favor. If there is anything left after all 
creditors are satisfied the residue will be 
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paid over to the Superintendent of 
Banking who will distribute it among 
the stockholders. That official, having 
the welfare of the depositors in mind, 
still reserves the right to sue or bring 
other action against the directors and 
to levy assessments on the owners of the 
stocks. 


CO-OPERATION OF BANKS 
The New York Department of Bank- 


ing regards this plan as a most progres- 
sive and constructive measure on the 
part of financial institutions. Although 
the Manufacturers Trust Company is 
the active or executive agent, it has the 
co-operation of twenty-one other banks 
and firms, each of which, it is under- 
stood, has extended to it a credit of 
$1,000,000 to supplement that organiza- 
tion’s Own enormous resources. The 
roster of them comprises: 

Bank of America, Bankers Trust 
Company, Brooklyn Trust Company, 
Central Hanover Bank & Trust Com- 


pany, Chase National Bank, Chatham 
Phenix National Bank & Trust Com- 
pany, Chemical Bank & Trust Company, 


Commercial National Bank ©& Trust 
Company, Corn Exchange Bank Trust 
Company, Fifth Avenue Bank, First 
National Bank, Guaranty Trust Com- 
pany, Harriman National Bank & Trust 
Company, Irving Trust Company, Bank 
of Manhattan Trust Company, Marine 
Midland Trust Company, J. P. Morgan 
& Co., National City Bank, New York 
Trust Company, Public National Bank 
© Trust Company, Speyer & Co. 

A social service of importance is 
rendered by these twenty-two large units 
of the American banking system at a 
time when every effort is being made to 
relieve a critical situation. It helps to 
further such recommendations of the 
Gifford Board as the resumption of 
normal buying and the desisting from 
public hoarding. That much money 
had been withdrawn from circulation 
through lack of confidence in banks had 
been painfully evident. The small 
hanks especially had suffered from 
dwindling deposits. In New York City 
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one aged woman, it was revealed by a 
court action, had secreted money and 
jewels amounting to over a million dol- 
lars. About her waist was a belt stuffed 
with $1000 bills; her bed and the fire- 
place in her room in an old hotel served 
as her treasure vaults. She had been 
sequestering her assets ever since the 
year 1907, when a brief panic in Wall 
Street made her a miser and a recluse. 

The action of the Manufacturers 
Trust Company and its allies was most 
opportune in New York City, follow- 
ing so closely upon the debacle of the 
Bank of United States. It supplemented 
the efforts of a group of leading banks 
to allay the distress of depositors of the 
Bank of United States by loaning them 
30 per cent. of their holdings. The many 
thousands of depositors of the five 
closed banks, the assets of which were 
purchased by the trust company, felt a 
relief from anxiety which spread over 
the entire city. 

From a list of the salvaged group al- 
ready given it appears that two had 
their main offices in the Seventh avenue 
sector of the Borough of Manhattan 
known as “The Garment Center.” As 
the making of clothes, especially for 
women’s wear, is the principal industry 
of New York City, that region is an 
important one in which to promote pub- 
lic confidence in banking. Many con- 
tractors, large and small, employing in 
the aggregate thousands in the needle 
trades, had accounts in the closed banks, 
and in their various branches were sav- 
ings deposits of their employes. All 
these people were heartened and re- 
lieved by the arrangement which made 
so large a proportion of their cash avail- 
able. 


BENEFIT TO DEPOSITORS 


To depositors of closed banks the 
purchase of assets by a large institution 
may prove of most timely benefit. A 
superintendent of banking, in the case 
of a state bank, or a Federal receiver 
for a national one, cannot act quickly. 
Often a year or two will have passed 
before he can release the funds, as both 
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classes of officials are bound by the most 
rigid rules. The agent of the state or 
nation calls at once upon all debtors to 
settle, and prepares to sue if they do 
not. If.a borrower be a merchant or 
contractor, he may be subjected to great 
loss or driven into bankruptcy by such 
action or by such an attitude. 

Under its contract the Manufacturers 
Trust Company is empowered “to make 
concessions and grant extensions” to the 
debtors, which, of course, the state is 
not able to do. The trust company, 
having resources to lend to individuals, 
which the state has not, breathes the 
breath of life into a closed bank and 
makes it again a going concern. It is 
able to accept a part payment from a 
borrower and to carry him along as its 
client, until his business again gets on 
surer ground. The trust company is 
also in a position to bring suit by author- 
ity of its agreement. It has, moreover, 


a wide latitude in compromising with 


debtors, in cases where there seems no 
possible way of getting the full amount 
and a judgment would be of scant or no 
avail. This the Manufacturers Trust 
Company does by virtue of the clause 
in the contract which empowers it to 
grant “renewals, extensions and indul- 
gences” and to settle debts for less than 
their book values if for sums less than 
$5000. If the claims of that nature 
exceed $5000 each they are not settled 
for less until the formal approval of 
the Banking Department and the court 
has been obtained. The trust company 
places the responsibility for their prompt 
settlement upon the shoulders of vigor- 
ous executives. By clearing up the situ- 
ation in this way creditors and deposi- 
tors are benefited, as they are likely to 
get more than they would through 
lengthy litigation. 

So far the good that flows from such 
methods redounds to the public weal. 
It stimulates buying, releases frozen as- 
sets, inspires confidence and tends to- 
ward a return to the norm of business. 
As banks are fostered by the prosperity 
of the public, all are likely to gain by 
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any method which brings relief to the 
people at large. 


BENEFIT TO BANK 


Harvey D. Gibson, president of the 
Manufacturers Trust Company, an- 
nounced that the project which has been 
outlined here was undertaken as a ser- 
vice to the community. It may be ac 
cepted that its secondary effect will be 
of some practical value to the organiza- 
tion he heads. Any institution doing 
likewise would expect to get at least 
some by-products of its altruistic activ- 
ity—a by no means unreasonable expec- 
tation. In this special interest, the 
company officially gets only a nominal 
handling fee—its clerical and legal ex- 
penses. For these it presents a bill 
which must be approved by the State 
Superintendent and the court, before it 
can be deducted from the sums collected. 
The Manufacturers is also permitted to 
retain to its Own account any income 
or interest accrued upon “securities, ob- 
ligations, deposits and other property” 
transferred to it. As the object is to 
settle up the affairs of the closed banks 
as quickly as possible and to get the 
clients on a new basis, the company 
would hardly be likely to receive much 
from that source. 

Eventually the institution should get 
new customers and clients from the 
thousands of persons on the books of 
the closed banks. From its head office 
at 55 Broad street, Manhattan, it reaches 
out all over the city with fifty-two 
branch offices. In some sections its units 
are near those of the banks it has taken 
over. At present, and until settlements 
have been made in full and approved, 
the trust company is keeping three sets 
of books, so as to keep the settling of 
the accounts of the closed banks sepa- 
rate from its own business. A depositor 
of any one of those banks finds his 50 
per cent. credited to him at the nearest 
branch of the Manufacturers, or at one 
of the branch offices of the original 
bank, if it is kept open. He has the 
option, as stated, of drawing it out at 
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once, but as he needs a bank account 
somewhere, he is not likely to do so. If 
he is in business, and especially if he has 
had loans from one of the closed banks, 
he finds it to his advantage to continue 
his account with the institution which is 
acting as liquidation agent. All con- 
cerned in the results are in the position 
of grateful patients. . 

Such transactions as those cited have 
found a favorable reaction in the State 
of New York. Legislation has been pro- 
posed, indeed, by which transfers of like 
nature can be made solely on the vote of 
the officers and directors of a bank, 
without the delay incident to a ratifica- 
tion by the stockholders. The arrange- 
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ment would have to be approved, of 
course, by the Superintendent of Bank- 
ing and the Supreme Court of the local 
county. To the small bank already 
making heavy weather and seeing break- 
ers ahead, a sale of assets to a strong in- 
stitution or an arrangement for liquida- 
tion through such an agency, is like a 
life-line sped in the nick of time. These 
adjustments may well make for the 
great content of uneasy depositors and 
harried executives. For the closed bank, 
where those concerned are desirous of 
getting what they can and that quickly, 
this method may prove a God-send; to 
the salvaging corporation should come 
a profit not without honor. 


Pound Older Than Gold Standard 


N interesting review of The Pound 
Asenine in which is outlined the 
history of the pound since 775, 
appeared in a recent issue of the London 


Times. We quote in full: 


Many will be surprised to learn from Mr. 
Feavearyear that the pound sterling is 1000 
years older than the gold standard. And not 
only is it by far the elder partner, but its 
relations with gold, even since the time of 
Locke, have seldom been above suspicion. 
The story of the pound, like that of all other 
currencies, is the story of successive outbursts 
of depreciation, followed by devaluation and 
acceptance of the new standard. Whether 
sterling has been reckoned in gold or silver 
coins, which could be clipped by the public 
and debased by the King, or in banknotes 
and credit, which could be over-issued to 
speculators or the Government to finance war 
or railways or Socialism, the tale has been 
substantially the same. After each round of 
dissipation the stern and “honest” course of 
deflation has been recommended by bankers 
and moralists, and the broad path of devalua- 
tion has been, with a few exceptions, adopted 
by politicians in the end. 

From about a. D. 775, when 240 of the 
silver pennies of King Offa of Mercia were 
already called a pound, until long after the 
foundation of the Bank of England clippers 
and counterfeiters persisted, in spite of the 
most ferocious penalties, in continuously de- 
preciating the coins. In the Middle Ages, 
when prices would otherwise have been 
teadily depressed by the scarcity of gold and 


silver, the frequent devaluations necessitated 
by clipping were probably a blessing in dis- 
guise. The reduction in the weight of the 
silver pound in 1343, 1351, 1411, and 1464 
probably avoided a ruinous fall in prices. 
Henry VIII's great debasement, which can- 
not be excused on these grounds, is regarded 
by Mr. Feavearyear as an inflation necessary 
to pay for the war. In 1601 there was an- 
other reduction, and there would doubtless 
have been more if Governments had not been 
supplied with a new and easier method of 
inflation. About the time of the Common- 
wealth goldsmiths began to discount commer- 
cial bills and Exchequer “tallies,” the ances- 
tors of Treasury bills, with the surplus coins 
deposited with them by merchants and land- 
owners. When money was desperately needed 
for the war in 1694, therefore, it was’ natural 
that a special bank should be founded to 
lend to the Government on the security of 
the “tallies.” In the first two years of its 
existence the Bank of England printed notes, 
and discounted bills and “tallies,” without 
stint; and by 1696 an alarming rise in prices 
had occurred. Nobody understood the cause 
of the rise; the controversy that raged was 
between Lowndes, the Secretary of the Trea- 
sury, who argued that when money had once 
depreciated there was much to be said for 
stabilizing it at its existing value, and Locke, 
who thought that justice demanded a restora- 
tion of the old standard. Newton supported 
Locke, and the recoinage of 1696 was eventu- 
ally carried out according to their ideas. The 
doctrine that £3 17s. 104d. was the sacred 
and immutable price of an ounce of gold was 
in Locke’s day wholly new, but largely owing 
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to his influence that price remained the same, 
with two notable interruptions, until Septem- 
ber 21, 1931. 

England has never been on a real bimetallic 
system, as Mr. Feavearyear points out. In 
the Middle Ages the free export of gold and 
silver was not permitted, and after 1520 gold 
was driven out of the currency by the out- 
pourings of silver from the New World. In 
the seventeenth century, however, the enor- 
mous silver exports to the East maintained by 
the East India Company lowered the value of 
gold in England, and silver in its turn began 
to vanish. “England,” Mr. Feavearyear says, 
“did not establish the gold standard by any 
conscious or deliberate act, and it is doubtful 
whether anyone saw that it would establish 
itself.” The gold guinea, first valued at 21s. 
in 1717, soon became the effective standard, 
and when an invasion panic forced the banks 
to stop payments in 1797 it was a gold 
standard that was abandoned. This time the 
inflation continued more or less unabated for 
seventeen years, and by 1813 the pound had 
depreciated by over 30 per cent. The Bullion 
Committee had by then already reported in 
favor of a return to the old standard, and it 
was supported by Peel’s Committee in 1819. 
The deflationists had won again. In 1816 the 
gold sovereign was issued at pre-war parity. 
At the same time a free market in gold, as 


the official single standard, was established 
for the first time. 

Mr. Feavearyear believes the deflation of 
1816 to have been one of the causes of the 
thirty years of almost uninterrupted depres- 
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sion that followed. Certainly the gloom did 
not lift until the great gold discoveries 
1850-51. From then until 1914 gold, and 
sterling with it, gradually lost value in terms 
of commodities. So gradual and spasmodic, 
however, was the depreciation that at the 
beginning of the war most people regarded 
the pound as a fixed and unalterable stand- 
ard, if not store, of wealth. And so the im- 
mense rise of prices between 1914 and 1920 
was popularly attributed to a scarcity of goods 
or to the unpatriotic operations of profiteers. 
What had really happened was, as Mr. Fea- 
vearyear shows, that the pound had been 
halved in value by the vast expansion of 
notes issued by the Treasury against credits 
created for it by the Bank of England. At 
the end of the war the issue between defla- 
tion and devaluation was decided by the Cun- 
liffe Committee in favor of the former, once 
again; and the standard of Locke was trium- 
phantly restored in April, 1925. Those who 
regret that the pound has fallen after the 
most painful and heroic of all its struggles 
may take comfort from Mr. Feavearyear’s 
reminder that the franc was once called a 
livre, and that both it and the lira are de- 
scended, like the pound, from the libra of 
Charlemagne. The figures 98 and 75 re- 
spectively are the measures of their humilia- 
tion even today. 


THe Pounp STERLING, A _ History of 
English Money. By A. E. Feaveryear. New 
York: Oxford University Press. 





Should We Bankers Look to Our 


Letters? 


Every Letter That Goes Out of the Bank Is a Potent Force Mak- 
ing for Good or Ill Will 


By ALiceE A. KRETSCHMAR 
Author of Effective Bank Letters 


files of the average bank will pre- 

sent sharply to a discriminating 
mind that there may not be much amiss 
with the public opinion, frequently ex- 
pressed, that banks are lagging behind 
in the progressive effort to translate into 
effective expression principles of cus- 
tomer and client contact which make for 
both new and sustained business. - A 


B iis a casual survey of the letter 


lar approach, he had been for several 
years reconciled to occupying a desk 
with only a part of his purpose (or job) 
fulfilled—and that, admittedly, the 
weaker part. He was content, also, to 
look merely dubious when it was ex- 
plained that in many banks officers and 
clerks regularly and eagerly keep ap- 
pointments for the discussion of every- 
day and problem letters. 


“The discipline of having to frame even an occasional letter 


that will stand the test of fair criticism within and without the 
office should be under deliberate consideration in every business 


institution.” 


higher standard for business letters is 
rapidly penetrating to the layman’s mind 
through the aim of efficient business 
houses, sales promotion magazines, and 
schools with commercial courses, to instill 
in the public consciousness an apprecia- 
tion of letters that are pleasingly human, 
clear, and to the point. One attribute 
need not be neglected for another. 

This amazing statement was made by 
a college professor who had been trans- 
planted to a large middlewestern bank: 
“One of the strongest reasons for my 
coming into this organization was that I 
might improve the letters written, which 
had, from time to time, impressed me as 
very poor. But I am no longer trying to 
do anything with them. Bank officers 
simply will not accept either adverse 
criticism or helpful suggestion in this 
regard.” 

Because he had failed in his particu- 


THE PERSONAL INTERVIEW 


The personal interview is the contact 
to which a bank preferably leans for 
all but the simplest routine. Is this 
sensible? 

Not all interviews can end infallibly 
in the objective sought, but there is no 
doubt that there is a vast amount of 
ineffective work which cannot be re- 
viewed. As the reasoning of men sent 
out on adjustment work and to solicit 
new business is revealed in the few 
letters which they write—whether on 
concrete matters in hand, or on abstract 
problems which they might presumably 
be called upon to handle—one is forced 
to wonder if it might not be profitable 
to have in every bank some tangible 
basis by which to measure the value of 
their approach. An officer, too, may 
realize that he does not write good 
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letters and avoid the task. What assur- 
ance is there that he is conducting all 
personal conferences with credit to the 
bank, as his plan or diction may be 
under judgment? And there is the 
officer to whom a letter is just a letter— 
all right so long as it is understood. 

The effect of all this does not end 
here. It is passed along as example to 
all who may observe. The discipline of 
having to frame even an occasional 
letter that will stand the test of fair 
criticism within and without the office 
should be under deliberate considera- 
tion in every business institution. This 
is best accomplished under a method of 
training which invites everyone to partic- 
ipate in tackling assigned problems. A 
spirit of friendly competition is kindled; 
and this inevitably leads to better think- 
ing and, therefore, to better letters when 
they are the medium required. 


THE CASE OF OVERDRAFTS 


Take a question of concern to all 
commercial banks: 

A cashier of astute mind remarked in 
the course of a period of letter training 
in his bank that he did not think it 
essential to cover in the schedule such 
problems as might be encountered in 
remonstrance and decision pertaining to 
overdrafts. He did not encourage han- 
dling this phase of bank work by letter. 
He responded, however, to the sugges- 
tion that it might prove illuminating to 
“listen in on paper” to what would 
doubtless be said at desks as various 
viewpoints were translated into exact 
wording. 

The first presentation of a selected 
delinquent case brought not a single 
letter which could be passed; and the 
attempts numbered well over a hundred 
from as many individuals, some of whom 
were entrusted with this type of prob- 
lem in their everyday routine. A week 
was devoted to the correction of thought 
thus released and a second similar prob- 
lem was submitted. This fared better. 
Ten examples were subjected to the 
cashier’s scrutiny. His surprised com- 
ment was: “Why! These are excep- 


tionally fine in their reasoning. I should 
be willing to handle troublesome bal- 
ances with this kind of letter.” 

Just the difference between weak 
arguments commonly taught as persua- 
sive and thinking the whole subject 
through to logical presentment at any 
stage of the problem. The protest of 
bank examiners is the reason most com- 
monly advanced in the case of an over- 
draft. Legitimate? Yes. But certainly 
not a conclusive argument with either 
the incipient or the persistent offender. 
He usually ignores this particular plea 
until more drastic action is taken— 
action which could have been avoided, 
possibly, if the delinquent had from the 
beginning been truly impressed by con- 
structive statement as to good banking 
procedure and tactful inquiry and sug- 
gestion as to conditions prevailing with 
him. 

“Well, that is the customary method,” 
every bank official will contend. That 
may be the intention; it is seldom con- 
veyed in letters which could be pro- 
nounced effective. Tact is not just a 
word; it must be translated into well- 
chosen phraseology. 

Many bank officers have commented 
with pride that they ‘never fool 
around” with the depositor who has 
not strictly met his obligation. Never- 
theless, countless men of fortune have 
at some time had to be helped around 
the corner of temporary difficulty. And 
it does not always pay to throw a chip 
even on the shoulder of the deliberate 
offender—not when a little extra 
thought and care in expression may suc- 
ceed in winning his approval of sound 
sense as it will that of the depositor who 
has slipped through carelessness or 
ignorance of the seriousness of his error. 
(The masculine gender does not mean 
that women are excepted.) 


GRIEVANCES PASSED ALONG 


After all, a story is a story as passed 
along, whether it be fact or fiction. A 
distorted version of a depositor’s ex- 
perience may be told and retold long 
after the effect of a good advertisement 
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has been outlived. Men and women 
are prone to dwell upon real or fancied 
injustice and to become far more elo- 
quent about it than over facts which 
should give satisfaction. It is well. to 
remember, therefore, that few of us 
have exact knowledge as to the personal 
responsibility of friends and acquain- 
tances, and surely not of those who seek 
to entertain or impress by their experi- 
ences as related before public groups. 
It is a delusion, too, to think that people 
do not speak of matters which might be 
interpreted as reflecting upon them- 
selves. A personal grievance finds vent 
more often than not and is quickly 
translated into self-justification. Sym- 
pathy is not far afield and the vote is 
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by displaying correspondence. A glance 
at the customer's letterhead showed that 
for formal use he had himself adopted 
his full name, instead of using simply 
the initials associated with his account. 
Small wonder that he was acquiescent! 

Another observation on this same sub- 
ject may be of interest. In one im- 
portant bank there came to his appoint- 
ment for letter instruction a young man 
of about twenty-seven years, so pre- 
possessing and alert in appearance that 
one would feel that he might gain 
entrée anywhere. He mentioned with 
a trace of pride that undoubtedly he 
had been put on the conference schedule 
without thought to the fact that in 
Harvard School of Business Administra- 


“For ten years banks have invested generously in building 
public confidence and good-will to augment their commercial and 
fiduciary accounts. When that investment can be protected and 
enriched by the simple and inexpensive support of a personnel 


trained to make every letter sustain the public opinion which other 
expenditure has sought to create, should not the majority of bank 
officers give heed to this simple expedient?” 


usually with the “injured” person. And 
there you are! 

There is the matter of similar signa- 
tures, more common than one would 
suppose. Frequently all chance of con- 
fusion could be eliminated by sugges- 
tion other than a direct request to 
change the style of signing or to adopt 
a symbol as a distinguishing mark, 
either of which might distress any per- 
son who takes positive pride in his name 
and his individuality. 

One bank correspondent asserted in 
a conference that this question never 
gave him pause—that he simply asked 
a depositor by letter, or in person, to 
choose between two examples proposed. 
These might consist of writing out the 
full name or curtailing the given name 
to initials. Noting a demur to such 
tactics, he cited a successful approach 


tion he had received about all that was 
to be said pertaining to business expres- 
sion, from the best teachers in the coun- 
try. Was it not possible that his time 
might be better spent at his desk than 
in taking further instruction? (Most of 
the senior officers were finding time to 
meet their weekly appointments and 
expressing satisfaction concerning bene- 
fit derived from both analysis and sug- 
gestion.) 

Without blinking at the inference, 
this young man’s new instructor told 
him that his letters had not been read in 
the knowledge of his previous training, 
but that they would be carefully studied 
and he would be given an honest answer. 
The first problem effort perused handled 
the “touchy” adjustment of similar 
signatures. His treatment was substan- 
tially this: 
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Dear Madam: 

Shortly after you left the bank 
yesterday we were interested to 
note that the signature for your new 
account closely resembles that of a 
- valued depositor who has been on 
our books for some time—Mrs. 
Samuel D. Jones, 179 Blank Street, 
Hopetown. Even the handwriting 
is similar. Just to make us better 
acquainted, we are wondering 
whether a relationship exists. 

Won't you come into the bank 
some day scon so that we may ar- 
range to change your signature? 

Yours very truly, 


It does not require a keen mind to 
tathom that the casy assurance of that 
letter connotes a wrong impression of 
the definition of “personality.” Nor 
does one picture Mrs. Jones of Hope- 
town meeting either its interest or its 
request. She would not ignore the 
danger of similar handwriting, in event 
of substantial balances, nor if she were 
to be out of town. She would without 
doubt seek another depository. 

Not only did this correspondent’s at- 
tempt outside of his prescribed routine 
violate rules of bank confidence and 
etiquette, but it proved again that many 
college graduates lack a fundamental 
common sense which has carried through 
to success men whose advantages have 
been limited. Yet this man might go 
far in the routine of a bank before 
called upon to write letters which would 
indicate his lack of certain elements 
essential to true success. Others have 
done so. Why not he? The proof of 
this statement lies in the files of letters 
actually mailed, as any interested person 
can determine. 


TRITE EXPRESSIONS 


No—trite expressions and time-worn 
first and last sentences are not the only 
faults to be detected in bank correspon- 
dence, grave as the criticism is of these 
evidences of not keeping at least in 
walking step with the times in this par- 


ticular. The persistent prevalence of 
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labored expression in bank files may in 
part be accounted for by the fact that 
practically all letters dictated are passed 
for mailing only over official signature. 
Bank officers have in large number had 
legal training and many have at one 
time been practicing lawyers. Much of 
the terminology and approach accept- 
able in that profession becomes ponder- 
ous and superfluous when adapted to 
the simpler message of a business letter. 
Some of these men cling tenaciously to 
the letter of their training. Others are 
open to suggestion, but, with the habit 
of trite and weighty phraseology in- 
grained, are oblivious to its existence 
unless their letters are subjected to rigid 
analysis over a period of time. 

To support this point, there is the 
illustration of the man who will affirm 
that he never uses the phrase due to the 
fact that when because or since would 
promote conciseness, “due to the fact 
that,” and so on. It is not unusual to 
hear such a phrase repeated three times 
in a single denial that it is ever used. 

Tiresome as trite expression may be, 
its real offense lies sometimes in befog- 
ging the issue and always in frustrating 
the development of effective, clear-cut 
statement, persuasion or action. It will 
suffice to say that there are at least three 
hundred words and phrases which may 
be blue-penciled in a bank’s correspon- 
dence as obsolete, hackneyed, or occupy- 
ing the place of better diction. 

Since it is only from the field of actual 
service that important illustration can 
be culled, and this must be regarded as 
confidential or as limited to authorized 
use within a bank’s own routine or in 
technical publication, it is not feasible 
here to give either a symposium of let- 
ters of which banks are not proud or of 
effective letters which have been com- 
posed in their every-day work or for 
reference. A bank of fair size would 
probably classify twenty types of prob- 
lems which could be handled by letter. 
Two have been barely touched upon 
here to convey the idea that there is 
need of more attention to letters for 
their own sake and as they reflect 
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tangibly what may be said in personal 
contact. 

Yet there is the bank official who 
claims that his organization has no need 
of modern instruction because the prob- 
lem of poor or ineffective letters does 
not exist with its personnel of capable 
men, or that it is giving heed to any 
shortcomings through supervision within 
its ranks, whereas his letter containing 
this information carries numerous ear- 
marks of fault which should sell to that 
bank the realization of its need for an 
unprejudiced eye cast over its outgoing 
mail. 


LARGE BANKS AT FAULT, TOO 
None need comfort himself that these 


are criticisms which apply to the bank 
with resources counted in thousands. 


They more particularly concern the in- 
stitutions whose figures run into millions 
and billions. 

One of the largest banks in this coun- 
try, which has never drawn upon and 


is not inclined to listen to outside letter 
training except through a_ technical 
source confined to bank service, has re- 
ceived wide acclaim upon the strength 
of its own estimate of efficiency in such 
matters. A young man in a neighboring 
organization, whose sense of responsi- 
bility as to the kind of letters he dic- 
tated had been awakened, felt impelled 
to visit this bank, among others, in a 
series of half-hour noon pilgrimages in 
quest of letter forms instead of luncheon. 
He was astonished to find that the forms 
sponsored by the bank of renown were 
noticeably poorer than those of similar 
import from other banks and _ those 
which he had frowned upon as a part 
of his particular job. 

Some months later, the general man- 
ager of a large manufacturing company 
told with gratification that he had 
secured as a standard for his office in- 
structions relating to letter writing, as 
issued by this same bank, which was 
looked upon as a mentor. He summoned 


the head of the stenographic department 
and showed her the instructions. One 
glance revealed careless physical form of 
an old-fashioned order; and upon later 
inquiry the young woman confessed 
that she had been unable to profit from 
the instructions because they counter- 
acted and were inferior to others which 
she was already using. Imitation may 
be a sincere form of flattery, but it is 
well to make certain that the flattery is 
deserved before passing its consequences 
on to those who may not be so keen in 
measuring values as was this department 
head who shelved suggestion unsuited 
to her standard. 

Business is prone to be impressed by 
figures and reputation as indicative of 
results gained from every contributing 
effort. Many factors may have com- 
bined to produce a given success that 
offers no certainty that a few factors, 
luckily, did not count! 

For ten years banks have invested 
generously in building public confidence 
and good-will to augment their com- 
mercial and fiduciary accounts. When 
that investment can be protected and 
enriched by the simple and inexpensive 
support of a personnel trained to make 
every letter sustain the public opinion 
which other expenditure has sought to 
create, should not the majority of bank 
officers give heed to this simple expedi- 
ent? With character, efficiency and 
sound judgment the strongest assets 
which a bank can advance, these should 
be given their fullest natural opportunity 
for expression in correspondence. 

National advertising, recently advo- 
cated, may attract a few accounts, but 
the right kind of letters written to the 
clientele served and which might be 
served will win respect for the axiom 
that “a bird in the hand is worth two 
in the bush.” 

Now, more than in a period of pros- 
perity, will the public be conscious of 
poise and careful attention to responsi- 
bility as an institution, day by day, is 
quietly advertised by its letters. 
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A view of the banking room of the Easton National Bank, Easton, Pa., from the 

customers’ alcove, shows the restrained modernistic architecture which is so appro- 

priate for a bank. Note the simplicity of the counter and the long windows. The 

exterior of the building is of Indiana limestone and granite, with hand-wrought iron 

for embellishment. Tilghman Moyer Company of Allentown, Pa., was the architect 
for the structure. 





An Operating Budget for Every Bank 


A Suggested Ratio Form That Would Enable Every Bank to 
Check Its Results with Every Other Bank of 
Comparable Size in Its Own District 


By WILLIAM A. SMITH 
Auditor Baltimore Trust Company, Baltimore, Md. 


peared articles advocating the set- 

ting up of a budget for income as 
well as for expense. Based on their own 
past experience, banks can prepare ratios 
of items of earnings and expenses to 
total available funds and thus set for 
themselves a goal toward which to work, 
making adjustments to meet changing 
conditions. 


‘ROM time to time there have ap- 


AVERAGE OPERATING RATIOS OF 
TOTAL 


Non-DEPARTMENTAL 


| DEPARTMENTAL 
| 
| 
| 


Boston are reproduced on the three fol- 
lowing pages by permission. 

While the analyses are not alike, as 
far as the bases for the percentages are 
concerned, both banks use the same com- 
binations of items to indicate available 
funds. 

Using circular No. 1030 as a base I 
drafted a form with a heading as fol- 
lows: 


MEMBER BANKS OF FEDERAL 
RESERVE SYSTEM 


GROUPED ACCORDING TO AMOUNT OF LOANS AND INVESTMENTS 


AND 


PERCENTAGE OF TIME Deposits To TotaL Deposits 
(Ratios ExpressED IN PERCENTAGES) 


In addition to having their own ratios, 
I think it would be a good idea for 
banks to have available, for comparative 
purposes, composite ratios for banks of 
substantially the same size and working 
under similar conditions, preferably in 
their own districts. Such a comparison 
would undoubtedly prove illuminating 
and helpful. 

With this idea in mind I tried to get 
such figures but I found, upon reference 
to the recent report of the Comptroller 
of the Currency and the bulletins issued 
by the Federal Reserve Board, that they 


do not contain the information that I- 


am after. However, I did get circulars 
prepared by the Federal Reserve banks 
of Boston, New York, Philadelphia and 
Dallas. Pages two, three and four, of 
circular No. 1030, issued April 14, 
1931, by the Federal Reserve Bank of 
New York and page four of the analysis 
made by the Federal Reserve Bank of 


WILLIAM A. SMITH 
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Table 2—Average Operating Ratios of Representative Member Banks Grouped According to Amount 
of Time Deposits 


Read the table as follows: In banks with time deposits equal to less than 25 per cent of their gross deposits, capital 
funds averaged 18.8 per cent of gross deposits in 1928, 21.4 per cent in 1929, and 24.5 in 1930 








Banks grouped according to the percentage of time deposits to gross deposits 





Ratios expressed in percentages Under 25% 25% to 49.9% 50% to 74.9% 75% and up 





1928 | 1929 | 1930 | 1928 | 1929 | 1930 | 1928 | 1929 | 1930 | 1928 | 1929 | 1980 








CAPITAL 
1. Capital funds b to gross deposits. . ; 2 18.1 | 18.3] 14.8 | 15.9 | 17.3] 13.9] 15.0 








LOANS AND INVESTMENTS 
2. Loans and investments to total available funds ¢| 7: 


3. Loans to loans and investments 











DEPOSITS 
4. Demand deposits to gross deposits 





5. Interest paid on demand oe to demand] 1.3 
deposits. .... = 


6. Interest paid on time deposits to time deposits 2.4 








E. gg monty 
Income from loans to loans. ...... 5.3 





8. Income from investments to investments. . 4.9 
9. Gross earnings to total available funds ¢ 
10. Net earnings to total available funds ¢ 
11. Net earnings to capital funds b.. . 


12. Net profits to capital funds b... 





SOURCES OF EARNINGS 
Ratio of the fol!owing to arabe sain 
13. Income from loans 


14. Income from investments. . 








15. Profit on securities sold (deduct ratio 26 for net) 
16. Income from Trust Department 


17. All other earnings 





DISPOSITION OF GROSS EARNINGS 
Ratio of the following to gross ea — 

18. Salaries and wages pa 

19. Interest paid on borrowed money 

20. Interest paid on demand deposits 

21. Interest paid on time deposits. ... 

22. All other expenses.......... 

23. Total current expenses 


24. Net earnings (before charge-ofis and recoveries) 





Losses charged off on loans and discounts. .. . 
Losses charged off on securities 
Net profits (after all losses and depreciation 


charged off and recoveries, but before divi- 
dends) 





Number of banks in group 


*Deficit. For other footnotes see Table 1. 


Page 4 of circular No. 1030 of the Federal Reserve Bank of New York. 
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PERCENTAGES OF MEMBER BANK INCOME AND EXPENSES IN 1930 


8 BOSTON BANKS AND 224 COUNTRY BANKS IN FEDERAL RESERVE DISTRICT I 
GROUPED ACCORDING TO THEIR PERCENTAGES OF TIME DEPOSITS 


eeaey Banks 


Percentages of te Deposits to Gross Segue under ae 1%|25.1% to50% A 
Bank : 1 % 
(57 Banks) | (61 Banks) | (106 Banks) 


| 
| 


Typical in Group. . 








Percentages of Total Current Income: 


ANALYSIS OF RECEIPTS 
1, Interest and Discount on Loans... .. 
2. Interest and Dividends on Bonds and Stocks 
3. Interest on Balances in Domestic Banks. . 
4. All other Interest (including Balances in Forign Banks) 
5. Total Interest Received yo 
6. Trust Department 3 Seana 
7. Rent from Safe Deposit Vaults 
8. Service Charges on Small Deposit Accounts . 
9. All other Current Income. .... 
10. Gross Current Income from banking operations 
11. Net Earnings from operation of bank buildings. . 
12. Total Current Income 
ANALYSIS OF PAYMENTS 
. Interest Paid on Balances Due to Domestic Banks 
. Interest Paid on All other Demand ee. 
. Interest Paid on Time Deposits........ 
Total Interest Paid on all Deposits 
Interest Paid on Borrowed Money 
Total Interest Payments .... ; 
. Salaries and Wages (except for Building Maintenance) . 
. Occupancy and Maintenance of Quarters. . 
. Taxes (except on Bank Buikling) 
. Insurance (except on Bank Building) 
3. Printing, Stationery, and Office “ye 
. Telephone and Telegraph 
. Postage and Express 
. Publicity and Expansion. .. 
27. Furnishings, Equipment and Fixtures 
28. All other Operating Expenses ne 


29. Total Operating Expenses..... 
30. Total Current Expenses (/tems 18 and 19) 
31. Net Current Earnings 


Percentages of Net Current E ‘arnings: 

32. Total Security Profits, Recoveries and Other Credits 
33. Total Losses, Charge-offs and Special Reserves 

34. Net non-current deductions (—) or additions (+ ) 
35. Net Profits (after charge-offs, etc.) 

36. Dividends Paid...... 

37. Balance for Reserves and Surplus... 


Interest Rates: 
. Received on Loans and Discounts 
. Received on Bonds and Stocks. . 
. Received on Domestic Bank Balances 


. Paid on Balances due to Domestic Banks 
. Paid on Individual Demand ae 

. Paid on Savings Deposits. ae 

. Paid on Other Time Deposits 


pag oe of Loans and Investments: 
45. Interest and Discount Received. . ‘ 
46. Interest Paid on Deposits and Borrowed Money “ 
47. Salaries and W 
. Occupancy and faintenance 


. Laxes.. . 

. All Other Current Expenses 
Total Operating Expenses (except Interest Paid) 
Net Current Earnings 


Losses (Percentages of —— — 
53. Loans and Discounts C 
54. Bonds and Stocks rs of. 


Net Profits available for a sg 
55. Earned on Capital Funds. . ne 
a Earned on Total Available Funds (e a) 


(a) Consists of Capital, Surplus, Undivided Profits, Gross = Deane, National Bank Notes, Bills Payable and Rediscounts. 
sates ee. these data are not arithmetical averages, but are percentages which were found to be most nearly typical of the greatest number . 
ks. This method was used in order to avoid giving too great weight to a few extremely high or extremely low figures. Tes taaoee 
ank Carries no greater weight than the smallest. 
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Page 4 of an analysis of bank operating costs issued by the Federal Reserve Bank 
of Boston. 
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Ssrrnrrnnnrrrrn  n EEE 


General Under $1,000,000 
Average 
All Under 25% 50% 
Groups 25% to to 
49.9% 74.9% 
Loans and Investments 
Percentage of Time Deposits to Gross Deposits 
CAPITAL 
1. Capital Funds (a) to gross deposits 
LOANS AND INVESTMENTS 
2. Loans and Investments to total available funds (b) 
3. Loans to loans and investments 
4. Demand deposits to gross deposits 


DEPOSITS 


5. Interest paid on demand deposits to demand deposits 
6. Interest paid on time deposits to time deposits 


EARNINGS 
Income from Loans to Loans 
Income from Investments to Investments 
Int. & Disct. on Loans to Total Available Funds (b) 
Int. & Div. on Invest.“ = *” 
Int. on Bank Balances “ ; = 
Foreign Department 
Comm.. brokerage, etc. 
Trust Department 
Profits on sec. sold 
Other Earnings 
Gross Earnings ; Ey (Total of lines 9-16) 
Net Earnings i . 
Net Earnings to Capital Funds (a) 
Net Profits (c) as 


EXPENSES 

21. Salaries & Wages to Total Available Funds (b) 
Int. on Borrowed Money * ii 
Int. on Demand Deposits “ 
Int. on Time Deposits 

. Taxes 

26. Other Expenses 

SOURCES OF EARNINGS 
Ratio of the following to gross earnings: 

27. Income from loans 

28. Income from investments 

29. Profit on securities sold (deduct ratio 41 for net) 

30. Income from Foreign Department 

31. Income from Trust Department 

32. All other earrings 


DISPOSITION OF GROSS EARNINGS 

Ratio of the following to gross earnings: 

Salaries and wages 

Interest paid on borrowed money 

Interest paid on demand deposits 

Interest paid on time deposits 

All other expenses 

Total current expenses 

Net earnings 

Losses charged off cn loans and discounts 

Losses charged off on securities 

Net profits (after all losses and depreciation charged 
off and recoveries, but before dividends) 


NUMBER OF BANKS 


Capital, Surplus & Undivided Profits 
Capital, Surplus, Undivided Profits, Deposits, 
Borrowed Money 

Item 6 on forms No. 2129 and 107 

Bank Deposits are included in Demand 
Deposits 


oe 


wWPwwww 


Cantar w 


yey 


+ 


J 





760 


The idea is to segregate the banks as 
to departmental (those having active de- 
partments, such as trust, foreign, etc.) 
and non-departmental (those doing only 
a strictly banking business) and to have 
separate ratios prepared for each type. 
The third set of ratios would be for the 
total. 

The set-up of the body of the form is 
reproduced on page 759. 

The form provides for six groups, 
based on the total of loans and invest- 
ments, and a further breakdown within 
the groups, based on the ratio of time 
deposits to gross deposits. Groupings 
are as follows: 


Under $1,000,000 

$ 1,000,000 to $ 4,999,999 
5,000,000 to 9,999,999 
10,000,000 to 24,999,999 
25,000,000 to 49,999,999 
50,000,000 and up. 


The percentage breakdown is the same 
for all groups and would be set up as 
illustrated. 


COMPUTING OF RATIOS 


The ratios are to be computed from 
average figures on condition reports and 
from yearly aggregates of items of earn- 
ings and expenses on semi-annual re- 
ports of earnings, expenses and divi- 
dends, No. 2129 for national banks, and 
No. 107 for state bank and trust com- 
pany members of the Federal Reserve 
System. 

At this point the question might be 
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raised as to whether or not it would be 
a good plan to include all the banks in- 
stead of using the figures of only repre- 
sentative ones. It is quite obvious that 
composité figures for whole districts 
would be affected by especially strong 
or weak banks, whereas the size, appar- 
ently, would not make a great deal of 
difference because of the segregation 
provided for. On the other hand, there 
may be a tendency, if only the figures 
of representative banks are taken, to 
choose those making the best showing. 

Assuming that the twelve Federal Re- 
serve banks would be willing to prepare 
such composite reports in the manner 
outlined the next step then would be to 
ask the bank commissioners in the vari- 
ous states to have their reports of earn- 
ings, expenses and dividends set up in 
a manner similar to form No. 107 of the 
Federal Reserve Bank. If they would be 
willing to revise their forms and prepare 
composite ratios of the banks in their 
states for distribution in report form 
similar to that suggested for Federal Re- 
serve banks it would be necessary for 
the interested bank to get the reports of 
the various states and from them to 
make up its own figures because, as far 
as I have been able to determine, there 
is no central point for making such a 
compilation for non-member state banks 
and trust companies. I believe the work 
involved would be justified by the value 
of the information made available to 
banks for management purposes. 

I shall be very glad to send a photo- 
static copy of my suggested form to any 
one interested in this subject. 





The Mania to Borrow and Lend 


By WALTER LIPPMANN 
{From the New York Herald Tribune] 


the Administration has at last de- 

cided to begin paying its way by 
economy and taxes rather than by con- 
tracting more and more debts. The 
decision is important from the point of 
view of government finance. It is, per- 
haps, even more important as an ex- 
ample to the nation which has yet to 
unlearn the bad financial habits acquired 
during the war and the era of inflated 
prosperity. For our troubles today are 
in very large part due to the theory that 
anything our hearts desired—from a 
diamond brooch to a battleship, from an 
icebox to a motor highway—could be 
had painlessly and promptly by borrow- 
ing money. 

In the fifteen years between 1914 and 
1929 the whole world, ourselves well at 
the front of the procession, has been 
piling up debts. The naticns borrowed 
to pay for the war. They borrowed to 
reconstruct what the war had destroyed. 
Then they borrowed in order to finance 
prosperity. Then they borrowed in 
order to finance the depression. The 
borrowing mania ended for Germany 
last June, for Britain last September. 
For us it should at least begin to end 
now. President Butler does not over- 
state the matter when he says that the 
towering structure of public and private 
debt is “the result of a habit and a 
policy which, unless checked, may read- 
ily bring the people of the United States 
face to face with the same grave finan- 
cial crises as have just now confronted 
the peoples of Germany and of Great 
Britain. 


ik is a sign of returning sanity that 


* * * 


It is hard to end the debt habit. The 
ease with which governments borrowed 
money to carry on the war convinced 
officeholders and voters that anything 
could be done by the simple process of 
floating a bond issue. The ease with 


which corporations and individuals bor- 
rowed money in the five years preceding 
the crash has almost obliterated public 
knowledge of the fact that what is bor- 
rowed has to be paid for by somebody. 
We are still living in a kind of amiable 
stupor induced by the _ intoxicating 
effects of the war and the post-war in- 
flation. 

It is so long a time since governments, 
states, cities, and individuals ceased pay- 
ing for what they bought when they 
bought it, that the notion has got itself 
implanted that there is an infinite reser- 
voir of credit which can be drawn upon. 
Hence the innumerable projects for cov- 
ering deficits, for raising prices, for 
creating work, for stimulating purchases, 
based almost invariably on the theory 
that the money somehow can be manu- 
factured out of hand and then borrowed. 

* * * 

It is now fairly clear that the inevi- 
table demoralization of war finance was 
greatly aggravated by the reckless char- 
acter of post-war finance. The mania 
to borrow was brought on by the mania 
to lend. From 1924 to 1929, the era of 
the blessed boom, the United States, 
having an excessive supply of gold, ex- 
panded bank credits and embarked on a 
cheap money policy. The result was 
that the banks had more money than 
they knew how to invest, and it was 
during this period that they sent agents 
all over the world begging governments 
and corporations to borrow. It was 
then that loans were poured into Latin- 
America, into Germany, into Central 
Europe, into American cities, counties, 
and states, into mergers and new cor- 
porate issues and into instalment buying. 
It was then that the high pressure sales- 
man flourished in the land with his 
thousand tempting proposals for letting 
people possess things by paying only 
about five dollars cash. 
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It is clear, too, that the ultimate re- 
sponsibility for letting this mania to 
lend get out of hand lies in Washington. 
For the record shows that it was the 
Federal Reserve Board in Washington 
which stood in the way of the effort of 
the banks to reverse the cheap money 
policy, stop the inflationary process, and 
keep credit within bounds. From July, 
1928, to August 9, 1929, the board in 
Washington refused to approve any re- 
quests by the Reserve banks to raise 
their discount rates. It even ignored 
the recommendations made by its Ad- 
visory Council on May 21, 1929, that 
the rates be increased. During the last 
wild year of utterly demoralizing specu- 
lation and debt creation the Board in 
Washington stood firmly against use of 
the accepted method of controlling such 
evils. 

* * * 
Its objection was that practical mea- 
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sures to control speculation would cause 
legitimate business to contract. Perhaps 
this was just sheer foolishness. But let 
us remember that in July, 1928, when 
the Board took this position, the Repub- 
licans were about to notify Mr. Hoover 
of his nomination, and that Mr. Hoover 
was running on a platform of “pros- 
perity.” Let us remember that the period 
when the Board was forbidding the Re- 
serve banks to stop the inflation was the 
period of the presidential election, the 
inauguration and the beginning of Mr. 
Hoover’s term. This may be mere co- 
incidence, but the Federal Reserve Board 
is a political body appointed by the Ad- 
ministration. 

In any event, to the Board which was 
in office during 1928 and 1929, what- 
ever its motives, neither the country nor - 


the world at large has any reason to he 
thankful. 


Public Financing Off in 1931 


EW public financing in the 
United States during the first 


eleven months of this year, ex- 
cluding domestic and Canadian munic- 
ipals, aggregated only $2,204,678,000, 
according to compilations announced by 
Otto P. Schwarzschild, editor of Amer- 
ican Underwriting Houses and Their 
Isswes and manager of National Statis- 
tical Service, New York City. This 
total compares with $4,894,720,000 for 
the same period of 1930 and $5,920, 
260,000 in 1929. 

The compilation reveals that the 
Chase Harris Forbes Corporation led 
the list of investment houses during the 
first eleven months not only in respect 
to syndicates headed but also in total 
business participated in. Figures for 
the eleven months show that this firm 
headed new issues to the amount of 
$307,770,000, while their total business 
aggregated $949,913,000. 

The second ranking house in syndi- 
cates headed was Halsey, Stuart & Co., 
Inc. It was close behind the Chase 
Harris Forbes Corporation with $264,- 


308,000. J. P. Morgan & Co. was in 
third position with $241,000,000. 

From the standpoint of total business 
participated in, either as head or partici- 
pant, the Guaranty Company of New 
York stands next to the Chase Harris 
Forbes Corporation with $638,200,000 
and the National City Company ranks 
third with $592,745,000. 

An analysis of the financing during 
the first eleven months reveals that of 
the total new offerings of $2,204,678, 
000, bond and note issues aggregated 
$2,096,011,000 or more than 95 per 
cent. of the total, while stock issues 
amounted to only $108,667,000. Do- 
mestic public utility financing totaled 
$1,338,543,000, accounting for more 
than 60 per cent. of total offerings. Do- 
mestic railroad issues ranked second with 
$370,611,000 or about 16 per cent. of 
the total. 

New public offerings during the 
month of November alone totaled only 
$48,588,000, of which bond and note 
issues comprised $48,173,000, while 
stocks contributed only $415,000. 





Risks of the Tellers’ Department 


Certifications and Original Checks 


By BENJAMIN L. FISHBACH 


This is the fourth of a series of seven articles dealing with the risks involved in the operation 
of the tellers’ department of the commercial bank and showing how these risks may be 
minimized by proper methods and safeguards. 


checks or other negotiable instru- 

ments. Certification means that the 
bank lends its name to an instrument by 
accepting it on its face and states to the 
rest of the world that it has promised to 
pay the amount certified. In effect, cer- 
tification is tantamount to a written 
guarantee by the bank. When an in- 
strument is certified, the amount in- 
volved is charged to the maker’s ac- 
count. Inasmuch as such charge cannot 
bear the written approval of the cus- 
tomer, it should be approved by an of- 
ficer of the bank. 


I: is part of a teller’s work to certify 


MECHANICS 


The mechanics of certifying a check 
are quite simple. The teller examines 
the instrument for its regularity, making 
sure that the date, signature and filling 
are satisfactory; that it is not altered; 
that payment has not been stopped; and 
that the amount is good on the ledger. 
It is unnecessary to require identifica- 
tion of a holder wishing to certify an in- 
strument. Items payable to “cash” or 
“bearer” are not to be certified, and, 
furthermore, some banks limit certifica- 
tion to instruments drawn in excess of 
a certain stipulated amount, such as 
$100. If everything is regular and sat- 
isfactory, the instrument is inserted into 
the certification machine, and an ink im- 
pression is made thereon including the 
words “Certified” or “Accepted,” and 
payable at, the name of the bank, the 
late, the certification number, and the 
signature of the teller or officer of the 
bank. In addition the words, ““Do not 
lestroy” are also imprinted on the face 


of the instrument. We shall see the 
significance of this later when we dis- 
cuss the problem of stopping payment on 
a certified check. Depending upon the 
size of the bank a teller should be 
limited in authority to sign certifications. 
For the average-sized bank a limit of 
$1000 will suffice, and any item above 
that amount should be referred to an 
officer for signature. This ruling is just 
another precaution to withhold from a 
non-officer the authority to bind a bank 
in large amounts by his acts. 

Upon certification of an item the teller 
makes a triplicate record in a certifica- 
tion book. One copy serves as a charge 
to the customer’s account. The other 
copy goes to the general bookkeeper, 
who holds it as evidence of a certified 
check outstanding until it is paid, and 
the third copy remains permanently 
bound in the book for future record. 
Each copy bears a number, which cor- 
responds to the certification number im- 
printed on the instrument certified, and 
the name of the maker, the payee, the 
amount, the date of the item, and the 
signature of the teller certifying it. 

Another point of interest is that 
notes or trade acceptances may not be 
certified on a Saturday but on the next 
succeeding business day. To be certain 
of maturity such items should be re- 
timed, and if interest-bearing the in- 
terest should be calculated by the teller 
to whom they are presented for certifica- 
tion. 


VERBAL CERTIFICATION 


All certifications must be in writing. 
A verbal promise to pay is invalid. As 
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a case in point it would be well to cite 
the recent decision rendered by the Su- 
preme Court of Arkansas! in the matter 
of Bank of Magazine vs. Friddle, 14 S. 
W. Rep. (2d) 238. A cashier of this 
bank made an oral promise to pay cer- 
tain checks drawn on the bank. Sub- 
sequently, however, the bank refused to 
do so. In the meantime the payee had 
changed his position relying on this 
promise. Nevertheless, it was held that 
in conformance with the Negotiable In- 
struments Law the bank is not liable 
when certification is not made in writ- 
ing. Under the old common law an oral 
statement was held valid and binding on 
the bank, but such is not the case any 
more in any state in this country since 
the statute defines this point clearly. 


CERTIFICATION BY TELEGRAM 


May a bank certify an instrument by 
telegram, and if so, what is the liability? 
To quote John Edson Brady, editor of 
The Banking Law Journal, “A_ bank 
may certify a check by telegram and it 
will be liable on a check so certified even 
though it was drawn against insufficient 
fur ads. “2 This decision was so held in 
the case of Brandon vs. Power, 27 S. W. 
vil (2d) 65, decided recently by the 
Court of Appeals of Kansas City, Mo. 
In the action which arose in this matter 
it appeared that that drawer purchased 
some merchandise from the payee and 
issued a check in payment therefor. The 
payee did not ship the merchandise but 
instead sent a telegram to the bank of 
the drawer inquiring whether the check 
would be paid. To this telegram the 
bank replied, “Will pay 
check,” whereupon the payee shipped 
the merchandise. The bank  subse- 
quently refused to pay the check, how- 
ever, contending that the maker had not 
suficient funds to cover. The court, 
nevertheless, ruled that the telegram 


‘The Banking Law Journal, August, 1929, 
pp. 629-30. 


*Ibid., “Check Certified by Telegram,” 
September, 1930, p. 663. 
Ibid., p. 663. 


765 


sent bythe bank was tantamount to cer- 
tification and went on to say,* “. 

If the holder receive an uncertified check, 
and instead of drawing the money has it 
certified, he discharges the drawer, for 
he has accepted the bank as his sole 
debtor, the same as if he had drawn the 
money, then deposited it, and taken a 
certificate of deposit for it.” 


CERTIFICATION BY MISTAKE 


It is quite possible for the teller to 
certify a check or note by mistake. In 
such a case what happens? What are 
the rights of the bank and the holder? 
We shall endeavor to answer these ques- 
tions by referring to a specific case. In 
the matter of Irving Bank vs. Wether- 
ald, 36 N. Y. 335, a note was certified 
by mistake, and the bank promptly re- 
voked it, received the instrument from 
the holder by paying for it, proceeded to 
protest it for non-payment, and recov- 
ered in a lawsuit against those who ap- 
peared as indorsers prior to certifica- 
tion.» However, if an instrument after 
certification is transferred to an innocent 
holder for value, the bank has no right 
to revoke certification, nor can it re- 
cover for its error. Reference is made 
to the case of President and Directors 
Manhattan Company vs. Tunick, New 
York Supreme Court, 237 N. Y. Supp. 
230.8 

We may, therefore, conclude that 
when a bank certifies a check or note by 
mistake and discovers its error, the cer- 
tification can be rescinded provided the 
bank obtains possession of the instru- 
ment and the holder has not lost any- 
thing by it nor changed his position re- 
lying on the certification. 


STOP PAYMENT 


In connection with certifications, the 
question often arises whether a bank 
may stop payment of a certified check 
eral rule the bank has no right to do so, 


‘Ibid., p. 663. 
*Ibid., April, 1930, pp. 262-3. 
“Ibid., p. 261. 
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at the request of the drawer. As a gen- 
for if the item bearing its certification 
should reach a third party, he would 
place reliance upon the bank and con- 
sidering it his debtor would expect and 
demand payment. However, if a cer- 
tified check is lost or stolen, there may 
be some justification in accepting an or- 
der to stop payment. Nevertheless, an 
innocent holder for value would be pro- 
tected and could recover in an action 
brought against the bank. Under these 
circumstances the bank should require 
the drawer to furnish a surety bond for 
twice the amount of the certified check 
before accepting a stop payment order 
and issuing a new check to replace the 
one alleged to have been lost or stolen. 
The reason for requiring a bond for 
twice the amount is obvious. Under the 
Statute of Limitations the bank is re- 
sponsible for its certification for the 
period of time specified in the statute, 
which varies in the different states, but 
is usually six years from the date of cer- 
tification, and the bond of indemnity 
should be sufficient to cover principal, 
interest, costs and attorneys’ fees. An 
afhdavit reciting the facts should ac- 
company the bond of indemnity. The 
same procedure is required in the case 
of a certified check that has been de- 
stroyed. It is, therefore, important for 
the customer to know that destruction 
of such check would prove costly to him. 
It is for that reason that certification 
stamps usually bear the warning—“Do 
not Destroy!” 


OFFICIAL CHECKS 


are sometimes known 
ecks or teller’s checks. 


Official checks 
as cashier’s chec 

They may be issued for depositors at 
their request or for any other purpose 
of the bank. Official check books may 


be kept in several departments, but when 
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only one is maintained, it should be 
kept in the custody of the head teller, 
Official checks are issued and signed 
by the teller and countersigned by an 
officer. Two stubs are provided. One 
remains in the book, and the other is 
given to the general bookkeeper, bear- 
ing the initials of an officer, who holds 
it as evidence of official checks outstand- 
ing. The stubs bear the date, name of 
the payee, amount and. nature of offset 
for the check. The filling on the check 
proper is done by a check-writer de- 
signed to guard against raising. 
The bookkeeping entries would be: 
Debit: Offset (cash, check, bill, etc.). 
Credit: Official checks outstanding. 
When the official check is cleared or 
presented to the drawer bank for pay- 
ment, the bookkeeping entries would be: 
Debit: Official checks outstanding. 
Credit: Exchanges (or cash, as the 
case may be). 


STOP PAYMENT 


A bank issuing an official check for 
the accommodation of a depositor may 
be called upon to stop its payment. 
When this event happens it is important 
to bear in mind that the bank which 
issued the check virtually states to the 
world that the instrument is valid and 
will be paid upon presentation. It is, 
therefore, expected that nothing, save 
insolvency of the bank, will cause the 
instrument to be dishonored. An ofh- 
cial check should, therefore, never be 
stopped except under unusual or ex- 
tenuating circumstances. When condi- 
tions warrant and the officer in charge 
is satisfied and does accept an order to 
stop the payment of an official check, 
he should require an affidavit of the 
facts signed by the customer together 
with a bond for twice the amount of 
the check. The bank in any event must 
protect itself first. 





Problems in Bank Credit 


Tue BANKERS MaGazinE has secured the services of a credit expert to answer the 


inquiries of readers on current problems of the credit manager. 


Questions of general 


interest to credit men and bankers will be answered and only the initials of the persons 


asking the questions will be used. 


In case the question is not one of particular interest 


to bank credit men as a whole or is one which has been answered before, a reply will 


be made by mail. 


In order that all questions may be answered intelligently, it is requested that they 
be direct and to the point, but that sufficient necessary detail be included to enable the 


editor to draw the proper conclusion. 


Inquiries should be addressed to the Editor, 


Bank Credit Problems, THE BANKERS MaGazINE, 71-73 Murray Street, New York. 


UESTION: In analyzing the state- 

ment of a finance company I find 
that an item of unearned discount is 
usually shown. Should this item be 
treated’ as a quick liability, deferred 
liability or a reserve? While the item 
is usually not a large one we have had 
considerable discussion over the manner 


in which it should be treated. H.B.M. 


ANSWER: Various finance com- 
panies handle the item so far as their 
own classification is concerned in various 
ways. Some treat it as a deferred 
liability while others give it the caption 
of a reserve. Probably from an actual 
theoretical standpoint it constitutes a 
guick liability. It represents the pre- 
payment of interest which the finance 
company might be obligated to repay 
should the borrower anticipate his ob- 
ligation. The same comment might hold 
true in the case of the bank for which 
you work. However, you know that in 
actual practice the amount of such 
anticipations is small and the refund- 
ing is therefore negligible. The same is 
true of a finance company. Few will 
anticipate their debt. Lots of times 
when the debt was originally contracted 
the borrower contracted to pay the 
maximum that he could over the period. 
In actual practice therefore this item 
will gradually go into earnings, that is, 
: part of it will. The part that will not 
<0 into earnings is the cost of handling 
the transaction. In a going concern the 


item will not disappear because new 
transactions will constantly add to it. 
As the interest is actually earned it is 
transferred to income, is offset by ex- 
penses and the remainder, if any, finds 
its way into surplus. It cannot very 
well be included as a part of surplus on 
the date the statement is made for actu- 
ally there exists a liability, money to be 
expended for expenses, before any part 
of it becomes surplus. The company 
has accepted in advance payment for 
services it is to render in the future and 
for which it must expend money. The 
item could very logically be considered a 
quick liability but the writer is inclined 
to feel that treatment as a reserve or 
deferred liability is a reasonably proper 
one under ordinary conditions. As you 
state the item is not usually large enough 
to affect materially the current ratio re- 
gardless of how it is carried and placing 
it below the line of current liabilities is 
fair if the company otherwise shows a 
good condition. From another angle, 
considering the amount of money the 
company will be obligated to pay out for 
expenses to fulfill its part of the contract 
over the time of the loan, the classifica- 
tion of it as a current liability probably 
does not set up any more than enough, 
if enough, debt to cover the company’s 
expense. 


QUESTION: We have a company 
doing business with us which makes a 
statement as follows: 
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$8.664.92 
1,214.56 
45,872.49 
34,227.58 
4,889.07 
1,229.52 


$96,098.14 


Notes receivable 

Accounts receivable 

Real estate and buildings .. 
Furniture and fixtures 
Miscellaneous 


Accounts payable 
Reserve for depreciation 
Capital stock 

Surplus 


$5,679.45 
10,198.91 
50,000.00 
30,219.78 


$96,098.14 


The question now before us_ is 
whether we would grant them a line of 
$75,000 on their note with the indorse- 
ment of the owners. The indorsement 
adds some outside means represented by 
real estate but in total would not add 
more than $45,000. The moral risk is 
good. Your comment as to such a line 
will be very much appreciated. 


i A 2 


ANSWER: We assume from the fact 
that no inventory is shown that the 
business is probably of a commission 
nature. It is of course essential to have 
details as to the type and nature of the 
business in order to reply intelligently. 
We have known of such businesses in 
connection with the tobacco industry 
for example. The farmer will bring his 
tobacco into the tobacco company where 
it is to be sold. It is to be put upon 
the floor and buyers make purchases. 
When sale is made the company will 
pay the farmer and then ship the mer- 
chandise and bill the purchaser. He 
needs money to handle such transactions 
from the time he has to pay the farmer 
until the time that he is reimbursed. 
This is but a short period. The com- 
pany does not own any inventory and 
it has none of the hazards subject to 
shrinkage in value of the commodity. 
Sales are made to people of known 
credit. The company acts as a com- 
mission agent and the elements of risk 
are reduced to a minimum. For these 
reasons banks feel warranted in loaning 
very substantial amounts in proportion 
to the company’s own investment and 


there are cases where a line such as you 
mention would be granted on the state 
ment shown. If the business of your 
customer is of a similar nature, if the 
incidents of business are reduced to a 
minimum, almost negligible, you can 
afford to loan very liberally where the 
moral risk is unquestioned and the 
record of the business over a period of 
time is favorable. You must therefore 
consider most carefully the risks which 
the business is required to take in the 
usual course of its transactions. 


QUESTION: In your opinion is it 
sufficient for the auditor to merely 
check the extensions and footings in 
connection with inventory when making 
an audit or should he make some effort 
to satisfy himself as to the accurateness 
of such inventory? What methods might 
an auditor use to make tests as to cor- 
rectness of inventory? R. M. T. 


ANSWER: In most cases you will 
note in the auditor’s certificate that the 
auditor has merely checked the exten 
sions and footings. At least if he has 
made other tests to satisfy himself as to 
its correctness he makes no comment as 
to such tests having been made. It is 
our opinion that the auditor should make 
tests to reasonably satisfy himself as to 
the correctness of the inventory pre- 
sented him by the management. There 
are various methods that he might use. 
An instance came to our attention of a 
large auditing firm which audited the 
books of a good-sized company. Part 
of the audit was made at the plant, 
which was located some distance from 
the city in which the company had its 
principal place of business. Extensions 
and footings were verified and the audi- 
tor had the certificate of management 
as to its correctness. 

The company later got into trouble 
and the inventory figure shown of plant 
merchandise amounted to about $162, 
000. The writer visited the company’s 
plant and asked the manager of the 
plant as to the maximum amount of in- 
ventory which the company would have 
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at the plant at any one time. The 
manager replied that at no time would 
the plant inventory exceed $60,000. 
When asked as to how the inventory 
was taken he stated that they took the 
inventory at the plant but never priced 
it and the schedules were always sub- 
mitted to the city office where the pric- 
ing was done. At the time the com- 
pany got into the trouble the inventory 
at the plant was only $20,000. The 
audit had been made only some six 
months previous and one can readily 
appreciate that the auditor, by exerting 
very little effort, could have determined 
that the inventory at the plant was 
nothing like the figure that had been 
given to him for balance sheet purposes. 
It is not to be expected that the auditor 
can take a physical inventory. Many 
times he does not come in until a space 
of time after inventory was taken. He 


has, however, many ways by which to 
satisfy himself as to its reasonable cor- 
rectness and, in any audit that proposed 
to be an audit, it is most certainly his 


job. This much must be remembered. 
The auditor works essentially for the 
man who pays him, that is ordinarily, 
the company whose books he is audit- 
ing. The banker did not employ him. 
If the management is making some kind 
of an audit in order to have a balance 
sheet on auditor’s stationery to give to 
his banker and he wants the auditor to 
take the inventory figure as submitted, 
you can not very well expect the auditor 
to check inventory. However, in such 
cases the auditor has a responsibility and 
that is to write his certificate properly 
regardless of whom the audit is prepared 
for. Let him tell what he did to deter- 
mine the correctness of items and then 
if the banker thinks the audit is not of 
sufficient depth, te next move is his. 
He can then refuse to grant credit until 
the items are verified to the extent that 
he desires them. Our opinion is that 
the auditor has only one responsibility 
and that is to tell exactly what he did, 
not to write an unqualified certificate 
and mislead where he has not done 
enough work to justify him in giving 
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an unqualified certificate. The job of 
having complete audits made is not all 
the auditor’s. He wants work, the more 
complete the better he likes it, but if the 
banker for whom the audit is made is 
satisfied with a half audit and accepts 
it as sufficient then the auditor is re- 
lieved provided that his certificate tells 
what he did and does not mislead the 
banker into thinking it was complete 
when it was not. If his certificate gives 
the impression that inventory is correct 
then let him make sufficient tests to 
prove its correctness to his own satis- 
faction and let his certificate state that 
such tests were made. 


QUESTION: What is your opinion 
of a company which makes a December 
31 statement showing no diyidend pay- 
able and then on January 4 of the fol- 
lowing year declares a substantial divi- 


dend? T. £2. Ww: 


ANSWER: If the company’s regular 
meeting was held on January 4 and 
if the dividend was well within the 
previous year’s earnings, we do not see 
how much of a question could be raised. 
Dividends, whether cumulative or other- 
wise, are not a liability until declared 
and there is no liability to show 
them as a payable in the balance sheet 
until declared. If we felt that the com- 
pany purposely made a statement show- 
ing no dividends paid and all earnings 
going to surplus and then immediately 
after making such statement paid a sub- 
stantial dividend in excess of the year’s 
earnings, our opinion would probably 
be prejudiced against them. Some banks 
seek to learn of such action by raising 
the following question on their state- 
ment form: “When was the last divi- 
dend paid?” “When is it contemplated 
that the next dividend will be paid?” 
If the annual meeting for the purpose 
of declaring dividends is held soon after 
statement date and over a period of 
years a similar dividend has been de- 
clared on such date, then the responsi- 
bility of looking out for it becomes the 
banker’s. If the dividend is more than 
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normal, if it is in excess of earnings, 
then the action becomes more and more 
a reflection against the company, de- 
pending of course on the amount by 
which it exceeds the future year’s divi- 
dends and the extent by which it ex- 
ceeds the previous year’s earnings. 


QUESTION: Should a supply of 
boxes printed up with the company’s 
name on them be considered as a current 
asset or a slow asset? G. F. D. 


ANSWER: This is a rather difficult 
question to answer because many argu- 
ments can be presented for both sides 
of the question. As a going business 
they of course could be considered cur- 
rent because they are necessary in the 
sale of merchandise and are turned into 
cash with the sale of merchandise. As 
a liquidating business they probably have 
little, if any, value. Therefore it de- 
pends considerably on just what basis 
you are analyzing the statement. Ordi- 
narily the item is not a large one and 
the manner in which it is handled does 


not materially affect the current showing 
one way or the other. If the statement 
made a good showing, if the company 
was in good financial condition and gave 
every prospect of continuing, you might 
safely consider it as a current asset. If 
the company showed a very poor con- 
dition and the ability of it to continue 
was doubted, then certainly you would 
seriously question the right to carry it 
as a current asset. Perhaps it does not 
seem logical that the item should be 
classified depending on the other items 
and the condition which they show but 
nevertheless perhaps you can see some 
justification in that interpretation. As 
a matter of conservatism we would be 
inclined to consider it as a slow asset. It 
should not make a great deal of differ- 
ence which way it was carried and cer- 
tainly if it did we would look into it 
most closely. However, there is some 
justification in considering it as a cur- 
rent asset for a going concern in good 
financial condition, if the analyst wants 
to waver from the conservative stand 


and be liberal. 





_ ss, ot oe ole? et CUS ae EF Ss 


Federal Regulation of Group Banking 


By Gaines T. CARTINHOUR 
Assistant Professor, Banking and Finance, New York University 


created a problem in the field of 
public supervision which bank su- 
pervisory authorities are unable to cope 
with at the present time. The component 
banks in a group system may be subject 
to supervision only to the extent of its 
but to date there is no way by which 
the organization as a whole can be 
brought under the jurisdiction either of 
the national or the state banking au- 
thorities. Bank holding corporations 
have been exempt from banking examina- 
tion; and even when a bank acts as a 
parent in a group of banks, it is subject 
to supervision as individual corporations, 
own banking operations. Groups often 
contain both state and national banks 
and state banks in several states, and 
both members and non-members of the 
Federal Reserve System. Therefore, 
there is no direct or indirect way by 
which the group as a whole can be ex- 
amined in its total operations by either 
Federal or state authorities. Inasmuch 
as One state cannot examine and super- 
vise banks in another state, even if the 
banks in question are a part of the same 
group, the power to conduct such ex- 
aminations must be brought under the 
jurisdiction of the Federal Government. 
There are, at the present time, four 
bills before the House of Representa- 
tives directed at bank holding corpora- 
tions. Each is popularly known by the 
name of the sponsoring Congressman. 
They are the McFadden, the Golds- 
borough, the Strong and the Beedy bills. 
The bill introduced by Representa- 
tive McFadden seeks to regulate all hold- 
ing corporations, with which member 
hanks are affiliated, by subjecting each 
athliated bank to examination and super- 
vision by the Comptroller of the Cur- 
rency, and transferring to him some of 
the functions of examination now held 


The 


ic group banking movement has 


hy the Federal Reserve Board. 


relevant provisions of the bill may be 
summarized as follows: 


THE MCFADDEN BILL 


1. It concentrates in the office of the 
Comptroller of the Currency the func- 
tion of examination and of requiring re- 
ports with scope of examination and su- 
pervision extended to Federal Reserve 
banks, member banks, and affiliated cor- 
porations, removing such functions from 
the Federal Reserve Board and provid- 
ing that the expense of examinations 
shall be borne by the Federal Reserve 
Bank in the district where made. 

2. It defines “affiliated corporation” 
as any corporation within an affiliated 
group of corporations of which at least 
one is a member bank, and defines “af- 
filiated group” as one or more chains of 
corporations if (1) at least 25 per cent. 
of the stock of each of the corporations 
(except the common parent corporation) 
is owned or controlled by one or more 
of the other corporations and (2) the 
common parent corporation owns or con- 
trols at least 25 per cent. of the stock of 
at least one of the other corporations. 
The term “stock” is not to include non- 
voting stock which is limited and pre- 
ferred as to dividends (House of Rep- 
resentatives 7966). 


THE GOLDSBOROUGH BILL 


The Goldsborough bill would (1) take 
away the voting power from all shares 
of stock in a national bank owned by or 
held in trust or otherwise for the benefit 
of any corporation, making an attempt 
to vote such stock a misdemeanor; (2) 
prohibit (under penalty of punishment 
as for a misdeameanor) any state mem- 
ber bank from voting or permitting the 
stock to be voted, with a similar pro- 
hibition and penalty upon any corpora- 
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Ay your Service 


Mr. and Mrs. Bank Client’ 


Down the gangplank, or off the tender . . . in 
Cherbourg, Southampton, Havre, or Bremen, 
the greeting of the American Express repre- 
sentative to travelers is the same... “at your 
service.” 


He is ready to relieve American travelers of 
their travel problems and takes keen pleasure 
in doing it. To see him help traveler after 
traveler with hotel, steamship, and railroad 
reservations, with baggage and other incidentals 
is a revelation of the magnitude and effectiveness 
of American Express Service. 


But this is only a prologue of what is to come 
for he has colleagues at frontier points, stations, 
and docks along the highroads of travel. These 
men are maintained by the American Express 
to serve those who carry its Travelers Cheques. 
They are ready to smooth the way—iron out 
the rough places—and make the traveler’s 
journeys comfortable and pleasure-full. 


n 


There is no more appreciated touch than this 
efficient piece of American Express Service to 
the banker’s clients in foreign lands. And it 
is assured to them when they carry American 
Express Travelers Cheques. For, in addition 
to protecting their funds against theft or loss, 
and being spendable everywhere, these Cheques 
are endowed with an automatic introduction to 
this helpful, personal American Express 
Service which stretches around and across the 
world. This Service begins in your bank—the 
moment you sell your clients American Express 
Travelers Cheques. 
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accepted the world over 


AMERICAN EXPRESS 
Travelers cheques 


Steamship tickets, hotel reservations, itineraries, 
cruises and tours planned and booked to any part of 
the world by the American Express Travel Service. 
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tion which owns stock in a state member 
bank, and forfeiting membership of any 
state bank member should stock owned 
by a corporation be voted; and (3) im- 
pose a tax of 2 cents per $100 upon any 
bank check drawn upon any bank which 
hereafter establishes a bank, or more 
than 25 per cent. of whose stock is 
owned by any corporation, with severe 
penalties to any drawer or payor for 
wilful non-compliance (House of Rep- 
resentatives 8363). 


THE STRONG BILL 


The measure sponsored by Mr. Strong 
defines group banking as one or more 
chains connected by means of stock own- 
ership to common parent bank or cor- 
poration if at least 25 per cent. of the 
stock of each bank (except the parent 
bank or corporation) is owfed directly 
by one or more of the other banks, and 
if the parent bank or corporation owns 
at least 25 per cent. of the stock of at 
least one of the other banks. The word 
“stock” is not to include non-voting pre- 
ferred stock. The bill further provides, 
as a penalty for group membership, for 
forfeiture of a national bank’s charter, 
surrender by a state member bank of its 
stock in the Federal Reserve Bank, and 
denial of the privileges of the Federal 
Reserve System to a non-member of a 
group. Other penalties include denial 
of the use of the mails and of using the 
telegraph or express systems in inter- 
state or foreign commerce (House of 
Representatives 8367). 


THE BEEDY BILL 


The Beedy bill provides that every 
corporation which may own or control 
the majority of the stock of more than 
one national or state member bank shall 
be subject to the visitorial and super- 
visory powers of the Comptroller of the 
Currency (House of Representatives 
8005). 

These bills constitute the proposed 
legislation on the question of holding- 
company regulation now pending before 
the House of Representatives. A review 
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of their salient provisions is enough to 
convince one of their failure to cover 
the full potentialities of the situation 
with which they purport to deal. 

The Goldsborough bill prohibits any 
corporation, whether a holding corpora- 
tion or not, from exercising the rights 
associated with the ownership of voting 
stock, while the Strong bill provides un- 
duly harsh penalties for affiliations with 
a group. Both bills proceed on the er- 
roneous assumption that the best way to 
deal with the problem is to wipe it out 
of existence under penalty of severe 
punishment. 

The other two bills adopt a more sen- 
sible and more effective way of han- 
dling the problem. Both seek to pro- 
mote supervision: the McFadden bill by 
examining the affiliated banks, and the 
Beedy bill by examining the holding 
company directly. Of the two, the 
Beedy bill would appear to be prefer- 
able. The banks themselves are already 
subject to supervision, either by Federal 
or state examiners, or both; whereas it 
is the holding company which must be 
subjected to examination. However, the 
Beedy bill appears too mild to deal with 
the situation. It does not seem to reach 
into the heart of the problem of the 
group banking movement. While it 
provides a basis for control, it does not 
extend far enough 

Group banking is here, and may be 
here to stay. Enormous sums have been 
invested in holding companies, and the 
powers thereby attained are not likely 
to be relinquished without a struggle. 
Yet such a struggle is hardly advisable. 
These companies, while they may be 
powerful, are not thereby ipso facto 
inimical to public welfare. They may 
control a substantial amount of resources, 
but this is not so serious a proposition 
as it would have been considered fifty 
years ago. We no longer fight trusts 
and huge combines Don Quixote fashion. 
At the same time, because of their po- 
tential capacity for harm, they must be 
kept in firm check, lest occasional trans- 
gressions Operate in subversion of the 
public welfare. Strict regulation and 





774 THE BANKERS MAGAZINE 


supervision are one thing, but prohibi- 
tion is another. Legislation must be 
promulgated tending to control the ac- 
tivities of bank holding companies but 
not prohibiting them altogether. 


The inactivity of Congress, whether 
due to its laissez faire policy or its 
temerity of enacting unconstitutional 
legislation, has resulted to date in the 
failure to enact the necessary legislation. 


What They Say 


SOUNDER AND SANER 


“I have so great faith in our country 
that I believe from now on, due to the 
experience through which we _ have 
passed during the last two years, we will 
emerge from the depression with a 
sounder and saner degree of life. If we, 
through this experience, are able to keep 
our feet on the ground, the prosperity 
which is bound to come will be more 
stable and sound and more lasting than 
any prosperous days of time gone by.” 
—J. H. Bacheller, president Fidelity 
Union Trust Company, Newark, N. J. 


GOLD RESERVE FIGURES TOO 
HIGH 


“The post-war monetary difficulties of 
some countries are to be attributed in 
part to the fact that the gold reserves of 
their central banks had been legally fixed 
at too high a figure in relation to their 
combined note and sight liabilities. The 
disturbed conditions of the war and post- 
war years naturally inclined those in au- 
thority to try to obtain a greater degree 
of security by fixing the reserve per- 
centage at a fairly high figure. No cen- 
tral bank can safely allow its reserves to 
fall to the minimum, since a sudden de- 
cline in reserves would necessarily mean 
an abrupt contraction in note circulation. 
With reserves fixed at a fairly high per- 
centage, however, in most cases the mar- 
gin which could be maintained above the 
legal minimum has been very narrow. 
This, it is believed, tends to restrict the 
freedom of the central bank, and to some 
extent to accentuate the demand for 
gold.”"—‘‘The Review” of the Bank of 
America, N. A., New York. 


A RAID THAT FAILED 


“During the past two months our 
stock of monetary gold has been reduced 
by about three-quarters of a billion dol- 
lars. In September it reached the record 
high volume of five billion dollars, and 
then following the British financial 
troubles there ensued a panic demand 
for gold in Europe, that resulted in the 
sudden withdrawal from this country of 
more than 700 millions of the metal. 
The demands upon our gold supply were 
characterized by a suddenness and mag- 
nitude which are without previous prece- 
dent, but they were met easily and 


calmly by our banking system, and they 
pass into our economic history as a 
record of a raid that failed.”—Col. 
Leonard P. Ayres, vice-president Cleve- 
land Trust Company. 


RETURN TO FUNDAMENTALS 


“In times of stress the needs of more 
than 120,000,000 people do not vanish. 
Neither do the natural resources of the 
country. There is, however, a sudden 
return to fundamentals. More atten- 
tion is given to values. Dollars are 
spent only where their purchasing power 
has been increased. People scrutinize 
their purchases—even insignificant ones 
—more carefully to be sure their dollar 
is buying more. These new conditions 
have placed new requirements upon 
companies and individuals. Unless man- 
agement and workmen have the vision to 
recognize and meet the requirements of 
these new conditions, hopeless confusion 
is spread throughout business and indus 
try."—L. B. Manning, executive vice’ 
president Cord Corporation. 
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Present Importance of the Secondary Reserve 


HERE never was a time when a 
"T ‘pepe organized secondary re- 

serve account was more necessary 
for a bank than at present. On the one 
hand, the year so far has established a 
record for bank failures, and during re- 
cent months, there has been a hoarding 
of currency on a scale never before 
known in this country. Our banking 
system has been subjected to a very 
severe strain over a period of many 
months. On the other hand, events of 
the last few weeks, in particular, are 
evidence that a turning point has been 
reached. The rapid rise in the price of 
wheat and other grains and of oil, and 
the stabilization of many other prices 
for several months past, the apparent de- 
cline in the hoarding of currency have 
done much to improve the outlook and 
it is reasonable to suppose that the low- 
est point of the economic depression has 
been reached. 

Many banks are still suffering from 
the strain under which they have been 
laboring for months past. Other banks 
are likely to experience a renewed de- 
mand for loans to provide for the ex- 
panding business of their customers and 
may find that their reserves—both pri- 
mary and secondary—are not adequate 
to protect the increased deposits. The 
start of new economic activity after 
such a long depression as has been ex- 
perienced for the last two years usually 
is marked by sharp, although temporary, 
reactions and these frequently present 
new and difficult problems to the banks, 
for the solution of which adequate re- 
serves are essential. 

It is not sufficient, however, to have 


secondary reserves in adequate amount; 
it is also necessary to have them com- 
posed of the right kind of assets. The 
changes which are now taking place can 
modify the suitability of assets for this 
account almost over night. A case of 
this kind is found in the sudden drop 
last September in the price of the long- 
term United States Government bonds, 
which accompanied the rise in interest 
rates. Banks which had been endeavor- 
ing to protect themselves from losses 
resulting from holding low-grade securi- 
ties by purchasing the highest grade of 
bonds available suddenly found them- 
selves involved in actual or potential 
losses because of their holdings of this 
very type of security. It is not sufh- 
cient, therefore, to include only assets 
possessing what is commonly regarded 
as the highest degree of safety in the 
secondary reserve portfolio. These 
assets must be selected and retained on 
the basis of their suitability for meeting 
the secondary reserve needs of the mo- 
ment. 
TASK IS COMPLICATED 


The task of maintaining a secondary 
reserve in satisfactory condition is com- 
plicated by the fact that it is necessary 
to deal with three sets of variables. In 
the first place, the position of the bank 
itself is constantly changing due largely 
—although not wholly—to developments 
within the community which it serves. 
A decline in business activity, for ex- 
ample, usually means a falling off in 
demand deposits and the necessity of 
drawing upon the secondary reserve in 
order to obtain funds to meet with- 
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SUGGESTED INVESTMENTS IN 
BANK and INSURANCE STOCKS 


(1) A $5000 investment in sixteen leading bank 
stocks, yielding 6.12%. 
(2) A $1000 investment in five leading bank 
stocks, yielding 7.70%. 
(3) A $1000 investment in five important insur- 
ance stocks, yielding 8.957%. 
A copy of the Bulletin M.B. 12 containing 
these lists may be obtained upon request. 
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drawals not only of demand deposits not 
represented by local loans and discounts, 
but also of time deposits. An increase 
of business activity usually means that 
it is necessary to build reserves to pro- 
tect the additional deposits which a 
greater volume of business brings. 

Many banks in recent months have 
found it necessary to maintain their 
secondary reserves in the most highly 


liquid condition possible in order to be 
in a position to withstand possible runs. 
The income therefrom has been almost 


negligible. With an upturn in business, 
and relief from the exigencies which 
they have been meeting, it will be pos- 
sible to build up secondary reserves with 
greater earning power. 

In the second place, the position of 
the several different kinds of assets 
which are available for a secondary re- 
serve account is changing also. In re- 
cent months the safety of most rail- 
road bonds, for example, has decreased 
due to the lowered earnings of the rail- 
roads. Many of them will undoubtedly 
be removed from the lists of securities 
legal for savings banks and trust funds. 
Others will miss being removed only by 
a narrow margin. This means that the 
suitability of certain railroad bonds for 
the secondary reserves of banks can be 
accepted now with the same assurance 
as formerly. Proposed legislative action 
in regard to public utilities may affect 
the position of their securities adversely 
and hence alter their availability for 
this account. On the other hand, the 


bonds of certain industrial corporations 
will find their position greatly strength- 
ened by returning economic prosperity. 
Not many years ago, commercial paper 
of high quality was available in large 
quantities; it is now relatively scarce and 
its average quality is lower than it was 
ten years ago. The position of assets 
suitable for a secondary reserve is never 
static. 

In the third place, the variables al- 
ready mentioned are influenced and 
sometimes controlled by another set of 
variables—general economic and finan- 
cial conditions. The volume of business 
of the local manufacturer of barbed 
wire, for example, is influenced by the 
demand on the part of Australian 
ranchers which in turn is predicated on 
the price of wool which is dependent in 
part on purchases by the textile manu- 
facturers of New England. There are 
thousands of cases of the type just cited, 
where the business of the local commu- 
nity is controlled by conditions far be- 
yond its limits. 

It is even more necessary to be 
familiar with general economic condi- 
tions and their fluctuations when evalu- 
ating securities of all kinds. The safety 
of the bonds of some of our large meat- 
packers, for instance, depends in part 
on the production of plants in the 
Argentine, which in turn depends on the 
activity of the textile and steel factories 
of England. The latter are influenced 
by purchases of China and the buying 
power of this country is predicated in 
part on the price of silver which is pro- 
duced in combination with copper and 
other metals in countries like Peru and 
Mexico. 


RATE OF INTEREST IS IMPORTANT FACTOR 


A very important factor in the con- 
trol of a secondary reserve is the current 
rate of interest. This rate is the result 
of a vast number of economic and finan- 
cial factors and the consensus of opinion 
in regard to them on the part of those 
who have funds to lend or who desire 
to borrow. Every financial transaction 
involving time has its part, microscopic 
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in most cases—to be sure—in determin- 
ing the rate of interest. The market rate 
is a potent force in determining the rela- 
tive desirability of various assets for the 
secondary reserve account, and hence it, 
and the major factors controlling it, 
merit most serious consideration in 
reaching any decisions in regard to this 
reserve. 

As these three sets of variables are 
surveyed at the present time, it cannot 
help but be appreciated that they pre- 
sent many contrary possibilities. One 
local industry may be on the up-grade 
and another still reducing its output. 
The safety of some securities is improv- 
ing and of others declining. Sudden 
changes in market trends have been fre- 
quent occurences. As for general and 
financial conditions, there has not been 
any time, for years, when there have 
heen so many cross-currents to baffle 
analysis. 

The indecisive period in which we are 
at present makes more necessary than 
ever before secondary reserves that are 
adapted to the need of the individual 


bank. At the same time, the very inde- 
cisiveness of the moment makes it more 
difficult than usual to decide exactly how 
it is desirable to organize a secondary 
reserve. It is clear, however, that the 
situation is one that requires a scientific 
yet practical approach. As a guide, the 
following outline of procedure is sug- 
gested. It is one which has been tested 
by several hundred banks and proved to 
be satisfactory. 

1. Analyze the past experience and 
present position of the bank. 

2. Outline a definite program for the 
secondary reserve account and establish 
standards by which to measure its assets. 

3. Test assets already held by these 
standards and reject from the secondary 
reserve portfolio those which do not 
measure up to the standards. 

4. Analyze the position of potential 
assets for this account and select those 
which appear most suitable in order to 
put into effect the program adopted. 

5. Take all of these steps in the light 
of a careful and thorough study of gen- 
eral economic and financial conditions. 
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The Investment Bankers Association 
Convention 


Many Reports, Few Speeches — Reflections of a Stagnant Year— 
Investment Inventory Proposed— Primer Prepared on 
Foreign Bond Situation — Legislative Work 


HE investment bankers have a way 
of their own in arranging conven- 
tions. Not for them are the ora- 
torical, verbose, and sometimes meaning- 
less “‘addresses” by prominent politicians, 
industrialists and educators. They meet 
for business—and golf. Each session of 
their annual convocation is packed with 
substance, in the form of committee re- 
ports. Even these are not read in full. 
Each delegate, as he enters the hall, re- 
ceives a set of mimeographed copies of 
the committee reports, to read at his 
leisure. The chairmen, from the plat- 
form, merely summarize these reports 
during the session. Thus it is possible 
to compress a great number of them into 
each half-day session. 

It should not be concluded, however, 
that there were no guest speakers what- 
ever at the 1931 convention of the In- 
vestment Bankers Association, held at 
White Sulphur Springs, November 7-11. 
There were. There was the annual ad- 
dress of President Henry T. Ferriss; one 
by John J. Cornwell, general counsel for 
the Baltimore and Ohio Railroad, on 
“American Railroads and Their Securi- 
ties,” and one by John J. Miller, Jr., 
president First and Merchants National 
Bank of Richmond, Va., on “The New 
National Credit Corporation.” But 
these pale into insignificance beside the 
eighteen committee reports, two special 
committee reports, one sub-committee 
report, and the two forums conducted. 
The work of the association’s own com- 
mittees decidedly held the center of the 
stage. 

Before undertaking even a brief re- 
view of the committee reports, the presi- 
dent's report merits some mention. Mr. 
Ferriss was concerned about depression, 
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not only the present one, but the possi- 
bility of future recurrences. He sought 
for the explanation, to point the way to 
the remedy. And he concluded that 
“the large volume of debts contracted 
by the various nations during the World 
War and by various individuals during 
the boom period prior to the 1929 col- 
lapse constitutes one of the chief reasons 
for the breakdown in international and 
domestic trade today.” This being so, 
“if the loan value of stocks and bonds 
could be determined, not by their price 
at the moment, but by their average 
price level, over some reasonable period, 
sudden and rapid increases in debts 
secured by such collateral could be 
largely eliminated. If the value of fixed 
assets securing long time mortgage debt 
could be determined, not by new ap- 
praisals or temporary high costs but by 
the average valuation or cost of similar 
assets over a period of years, then the 
burden on the owner of meeting the 
fixed charges on that long time debt 
would not prove so disastrous during the 
next period of deflation.” 

He recognized the difficulties of ap- 
plying such a policy. But intractable as 
the problem of inflation may be, he is 
convinced that some such means of pre- 
venting over-extension of credit must be 
tried, if we are to “sit on the bulge” of 
the next period of prosperity and thus 
avoid its inevitable consequence, a deep, 
long-drawn-out depression. 


SECURITY LOANS AND THE FEDERAL 
RESERVE SYSTEM 


Attacking this matter of security 
loans from another angle, the Money 
and Credit Advisory Special Commit- 
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tee noted that the commercial banking 
and investment banking businesses have 
been drawing closer together. “Ameri- 
can banks, especially since 1921, have 
tended more and more to take on opera- 
tions of an investment security nature. 
Apparently this tendency has gone for- 
ward as the result of general economic 
developments, not as a _ consciously 
framed policy. 

“During the period from 1921 to 
1929, inclusive, there was a marked de- 
crease in the volume of eligible commer- 
cial paper. As a result the commercial 
banks have turned more and more to 
non-rediscountable assets. 

“This marked new interest which the 
commercial banking system of this coun- 
try has in the security markets is dis- 
closed by: 

“1. The increase in their investment 
portfolios, 

“2. The increase in loans on, or 
actual investments in, real estate and 
real estate mortgages, and 

The increase in loans on securi- 
ties of all types. 

“Because of this wider public par- 





ticipation in the security markets and 
the larger interest directly and indirectly 
of the member banks of the Federal Re- 
serve System in securities, it follows 
that the framing of the Federal Reserve 
rediscount and open market policies 
should of necessity take account of in- 
vestment banking conditions as well as 
commercial banking conditions. Your 
committee believes that this point is not 
adequately appreciated.” 

Out of this has come the repeated 
suggestion that the regulations covering 
paper eligible for rediscount at the Fed- 
eral Reserve banks should be revised to 
permit the inclusion of security collateral 
loans. The committee made a special 
study of this, analyzing the Federal Re- 
serve Act, the theories underlying the 
present eligibility regulations, and study- 
ing the European practice. 

The conclusion was that “‘no clear-cut 
case exists either in favor of admitting 
security collateral loans for rediscount 
or for barring them as at present.” The 
committee believes that “a clear-cut case 
must first be developed in favor of ad- 
mitting security collateral loans for re- 
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discount before serious consideration 
should be given to this subject of a 
change in the kind of paper eligible for 
rediscount.” 


INVESTMENT EDUCATION FOR BANKERS 


Another point of contact between in- 
vestment banking and commercial bank- 
ing was found in the report of the Edu- 
cation Committee. At the request of the 
American Bankers Association, the edu- 
cational director began three and one- 
half years ago an extensive study of sec- 
ondary bank reserves. The results have 
now been published in book form. “The 
book embodies a first-hand analysis of 
the operations of many banks and an 
effort to gather and crystallize the ex- 
periences and opinions of a number of 
investment bankers and also to obtain 
from official sources and from general 
banking and economic data the informa- 
tion that is pertinent and practicably 
applicable to the operations of a bank's 
bond account. The entire endeavor has 
been to present the problem fully, to in- 
dicate the principles and the application 
of principles for its solution and to avoid 
dogmatic conclusions or rules which, 
from the very nature of the problem, 
could not apply in all cases and which 
thereby might be confusing.” 

This, however, was not allowed to in- 
terfere with the regular work of the edu- 
cational department of the association, 
which included the preparation of a new 
text on security distribution, a corre- 
spondent service for salesmen, news- 
paper advertising on investment in gen- 
eral, and the answering of a great variety 
of questions from members. The edu- 
cational director also assisted commercial 
bankers in another way by preparing a 
study course for the bank commissioner 
of a middlewestern state who wished to 
have the bankers of his commonwealth 
learn more about investment. 

Commercial bank problems were dis- 
cussed, finally, at this convention, in the 
report of the Commercial Credit Com- 
mittee. This briefly summed up the 
situation as follows: “There has been a 
fair demand for so-called prime paper 
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but the supply has been very limited. 
with the result that the total amount o: 
commercial paper outstanding as of Sep 
tember 30, 1931, as furnished to the 
tabulation department of the Federal Re 
serve Bank of New York, was only 
$247,575,000. This is the lowest amount 
reported outstanding since the tabulation 
department first began to compile figures 
in July of 1918. 

“Banks which have been consistent 
buyers of commercial paper have prob- 
ably never before so greatly appreciated 
the advantages accruing to them by hav- 
ing a substantial portion of their funds 
invested in paper, which paper, being 
eligible for rediscount at the Federal Re- 
serve banks, was in no way considered a 
frozen asset, and could be readily con- 
verted into cash when desired.” 


THE A BC OF THE FOREIGN SITUATION 


Most of the time of the convention, 
however, was spent in hearing reports of 
committees or various types of securities. 
Perhaps the most interesting of these 
was the report of the Foreign Securities 
Committee. It was an attempt to set 
forth, in simple language, the chain of 
economic events which brought about 
the financial difficulties experienced by 
many foreign nations today. The chair- 
man announced that it would be re- 
printed and distributed to banks and 
members of Congress, hence it will not 
be necessary to even summarize it here. 
It is sufficient to say that, as a result of 
the demoralized conditions in the foreign 
bond market, the committee is prepar- 
ing to broaden the scope of its work. 
Through the Institute of International 
Finance it will now issue, from time to 
time, for the purpose of protecting 
American holders of foreign securities, 
comprehensive reports on defaulting 
countries and on countries publicly 
known to be experiencing financial dif- 
ficulties, in order to inform bondholders 
of the intrinsic value of their securities.” 
Thus it hopes to do its part toward re- 
storing foreign bond prices to a level 
more nearly corresponding with values. 

The report.of the Government and 
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CAPITAL, SURPLUS AND UNDIVIDED PROFITS 


Farm Loan Bonds Committee was mainly 
historical. It reviewed the Government 
financing, described the condition of the 
Federal Land Banks, the Federal Inter- 
mediate Credit Banks, and the joint 
stock land banks. It remarked that 
“there is considerable agitation for a 
definite movement to establish a mora- 
torium on agricultural obligations and 
there has also been talk of legislation to 
force the land banks to accept their 
bonds at par, in the payment of mort- 
gages,” but made no recommendation for 
action on these proposals. 

The Municipal Securities Committee 
was able to report that “for the first five 
months of 1931 a greater amount of 
state and municipal bonds was floated 
than in any previous comparable period, 
and for the first nine months the total 
volume of $1,136,000,000 was exceeded 
only in the year 1924.” That done, it 
simply reviewed the work and develop- 
ments of the year. 

The Railroad Securities Committee, 
however, made a painstaking analysis of 
the railroad situation, buttressed by 
many statistics and quotations, as the re- 


OVER $80,000,000 


sult of which it recommended “immediate 
action on the following measures de- 
signed to maintain the credit of the rail- 
roads during the present crisis: 

“1. An increase in freight rates as 
an emergency measure. 

“2. Reduction in wages commen- 
surate with the decline in cost of living. 

“3. Establishment of a national fund 
to assist the railroads in financing matur- 
ing obligations and certain other require- 
ments, pending restoration of earning 
power sufficient to permit public fi 
nancing. 

“Looking to a permanent solution of 
the railroad problem,” the report con- 
cluded, “we recommend: 

“1. Greater freedom to the railroads 
to meet effectively, by rate changes, the 
competition of other forms of trans- 
portation. 

“2. The appointment of a commis- 
sion to take into consideration the prob- 
lems arising out of the growth of all 
forms of competing transportation; to 
make recommendations of measures de- 
signed for their regulation and co 
ordination; and to recommend legisla- 
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tion that would enable the railroads to 
compete fairly with new and old forms 
of transportation.” 

The Real Estate Securities Committee 
was concerned over the fact that ap- 
proximately 60 per cent. of the $6,000,- 
000,000 of real estate bonds outstanding 
are more or less in distress. It was em- 
phatic in its belief that the correction of 
this situation is the job of the investment 
houses which sold the bonds—those 
houses which are still in existence. 
Where the default is so serious as to re- 
quire a protective committee “the house 
that distributed the issue should supply 
the committee with competent men who 
are interested in the bondholders and 
who will unselfishly endeavor to work 
out the situation. To neglect 
real estate bondholders in their present 
dilemma will mean the death of con- 
fidence in real estate securities for years 
to come. It is decidedly good business 
for the issuing house to see that the in- 
vestor gets back as much of his invest- 
ment as is possible.” 


INVESTMENT TRUSTS SHOULD TREAD 
SOFTLY 


The Investment Companies Commit- 
tee, as a result of study of a great num- 
ber of circulars on both management and 
fixed investment trusts, was moved to 
make numerous recommendations on this 
subject. All of them were based on two 
fundamental principles: That the man- 
agers of an investment trust are trustees 
in the highest sense, consequently their 
policies should conform to the standards 
of trusteeship, and that the management 
of an investment trust should publish 
complete information, including an ex- 
planation of its policies and practices. 

Specifically, the committee suggested: 
complete statements of the investments 
held in the portfolio, by name and 
amount, carried at cost; statement of un- 
realized loss or depreciation, if any; a 
statement of the provisions of any option 
warrants outstanding; separation of 
profits realized from securities from or- 
dinary income items; and the inclusion 


in the directorate of individuals who 
have no other connection with the trust. 

It looked askance at the practice of 
purchasing securities in which the spon- 
soring house is directly interested, re- 
marking that “if transactions of this sort 
occur at all, they should be entered into 
with the greatest reserve on the part of 
both sponsoring house and the invest- 
ment trust itself.” It recommended ob- 
servance of certain limitations in pur- 
chase of the trust’s own stock, suggest- 
ing that the practice be indulged in only 
where the sole capitalization is common 
stock, and then that all stockholders be 
given an opportunity to offer their 
shares for sale. 

The committee does not approve of an 
investment trust trading in its own 
shares. Nor, in advertising fixed trusts, 
does it approve of “the practice of mak- 
ing the future analogous to the past by 
statistical compilations. Although such 
compilations may have a value when dis- 
counted by a statistical expert, they are 
extremely misleading to a large number 
of investors who are not entirely familiar 
with such data.” 

In short, the committee believes that 
“the ideal which the investment banker 
should establish for himself is the exer- 
cise of such care in the creation of trusts 
and in the marketing of their shares that 
the public will be fully protected with- 
out the necessity of any controlling 
legislation.” 


SELF-REGULATION FOR PUBLIC UTILITIES 


The Public Service Securities Com- 
mittee, noting a growing trend toward 
the substitution of public executive man- 
agement of utilities for regulation, sug- 
gested that the way to forestall this was 
through utilities themselves correcting 
abuses or what the public believes to be 
abuses. Investment bankers were urged 
to use their influence in the simplifica- 
tion of capital structures, and the pre- 
vention of manipulation of public utility 
securities for private gain. 

“It is grotesquely unnecessary that 
sometimes six, seven, even eight cor- 
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porate entities should continue to exist, 
piled one on top of another till respon- 
sibility is well-nigh lost in the confusion.” 
As for the profits aspect, “there are 
large legitimate profits justly to be made 
by those who contribute constructive 
ability and capital and take the inevitable 
risks of expanding a service based on a 
technical art that is not only not static, 
but is constantly and rapidly undergo- 
ing an evolutionary process. But mere 
corporate manipulation of securities for 
speculative purposes cannot be tolerated 
in this business.” 

The Oil and Natural Gas Committee, 
closely allied with the Public Service 
Securities Committee, reported a survey 
of the whole petroleum industry, and 
commented on developments during the 
year. While both contained much that 
is important, they offered little that is 
new, save the comment (on natural gas 
transportation) that “the vast develop- 
ments in pipe line extensions during the 
past two years have probably supplied 
the major needs for this type of service 
for many years.” 


HOW AVIATION COMPANIES SURVIVED 


THE CRISIS 


The Aviation Securities Committee 
reviewed proudly the history of aviation 
and aviation company financing. It cited 
the increase in air mail poundage from 
810,000 in 1926 (Lindbergh’s flight, 
which so stimulated the industry, was in 
1927) to 8,005,000 in 1930; the gain in 
air express from 3500 pounds to 718,000 
pounds in the same period; the increase 
in scheduled miles flown by the air mail, 
air express, and passenger service from 
2,025,824 in 1926 to 42,653,000 (partly 
estimated) in 1931; the expansion of air- 
ports from 482 in 1927 to 1114 in 1930; 
and airways from 5500 miles in 1927 to 
20,000 miles in 1930. 

Then came the collapse, both in se- 
curity prices and in business. The nor- 
mal result would have been many re- 
ceiverships and bankruptcies in the 
trade. “As a matter of fact, no such 
thing occurred,” for practically every 
aviation company had been financed by 
common stock, and only a few of them 
had heavy fixed charges. They were 


783 





784 


thus able to readjust their finances to a 
depression basis without defaults and 
failures. “The industry is today,” in the 
opinion of the committee, “approaching 
a condition which can be described as 
sound.” 

The Industrial Securities Committee 
commented on the injustice to senior 
security holders involved in the pur- 
chase, by companies, of their own com- 
mon stock, and urged that “houses of 
origin should consider well their respon- 
sibility, and try to prevent any weaken- 
ing of senior securities by reason of the 
retirement of any junior issue. : 
Your committee recommends that new 
issues be protected by strong covenants 
safeguarding the senior securities in the 
order of seniority, against reduction at 
the base of the capital structure.” 

It took note of the difficulties en- 
countered by many warehouse enter- 
prises, with resulting low prices for 
warehouse securities. The committee be- 
lieves that the main cause was the issu- 
ance of such securities by real estate 
houses, consequently measuring them by 
real estate standards. It believes that 
investors can be better protected, in the 
future, by considering warehouses as in- 
dustrial enterprises, where management 
is important, and issuing securities on 
that basis. Ice companies were surveyed, 
also, but no recommendation made. 


THE HEART OF THE I. B. A. 


Important as were the reports of the 


securities committees, the really  sig- 
nificant work of the association was 
found in the reports of the Legislation 
Committee and the report of the field 
secretary. ‘Self-preservation being the 
first law of nature, and assuming a de- 
sire on the part of each of us to remain 
in business, it is of vital interest to each 
of us to safeguard himself from radical, 
inimical legislation which, should it pre- 
vail, would restrict, hamper, or even de- 
stroy the investment banking business.” 
It is but natural that a large part of the 
association’s attention and funds should 
be devoted to combating such hostile 
legislation. 
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“The legislative year 1930-31,” read 
the report, “may go down in history as 
the most critical with which the invest- 
ment banking business ever will be con- 
fronted. During the last year forty-four 
state legislatures have been in session. 
Of these, thirty-six or 82 per cent., plus 
the District of Columbia, have had be- 
fore them one or more bills affecting in 
a variety of ways, the sale of securities.” 
There were more than 200 of them. 
“In addition, there were bills against 
short selling and against the hypotheca- 
tion by brokers and dealers of securities 
held by them against customers’ accounts; 
bills relating to the issuance and sale of 
public utility securities; bills affecting 
municipal issues; and bills relating to 
securities legal for investment by fiduc- 
iaries and institutions’—to name only a 
part of them. 

“Among the most drastic was a bill in- 
troduced which provided that once a 
year and as much oftener as the Secre- 
tary of State might deem necessary, a 
thorough examination of the affairs of 
each dealer or broker should be made, 
for which the dealer or broker was to 
pay a fee of $50 per day for the time 
necessary to make the examination. Ut- 
most effort was required to accomplish 
its defeat.” 

THE NEW OFFICERS 

At the close of the meeting, the fol- 
lowing officers were elected, to serve for 
the ensuing year: President, Allan M. 
Pope, of the First Natiional-Old Colony 
Corporation, New York; executive vice- 
president, Alden H. Little, Chicago, IIL; 
treasurer, William T. Bacon, of Bacon, 
Whipple & Company, Chicago, IIL; 
secretary, C. Longford Felske, Chicago, 
Ill. Vice-presidents elected, other than 
the executive vice-president, included: 
James H. Daggett, Marshall and IIlsley 
Bank, Milwaukee, Wis.; Charles D. 
Dickey, Brown Brothers Harriman and 
Company, Philadelphia, Pa.; William H. 
Eddy, Chase Harris Forbes Corporation, 
New York; Dietrich Schmitz, Pacific 
National Company, Seattle, Wash.; and 
C. T. Williams, C. T. Williams and 
Company, Inc., Baltimore, Md. 
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TRUST AGREEMENT IRRE- 
VOCABLE 


Hammond v. Chemung Canal Trust Co., 
New York Supreme Court, Special 
Term, 252 N. Y. Supp. 259 


HERE a man enters into a 
trust agreement with a trust 
company which provides for 


the payment of the income to the settlor 
during his lifetime and to persons named 
in his will after his death or, in the event 
of his leaving no will, to his next of kin, 
the trust is irrevocable without the con- 
sent of the next of kin, who are persons 
beneficially interested under section 23 
of the New York Personal Property Law. 

The statute referred to reads as fol- 
lows: “Upon the written consent of all 
the persons beneficially interested in a 
trust in personal property or any part 
thereof heretofore or hereafter created, 
the creator of such trust may revoke the 
same as to the whole or such part 
thereof, and thereupon the estate of the 
trustee shall cease in the whole or such 
part thereof.” 

In this case the plaintiff, the creator 
of the trust, brought this action to re- 
voke it. For the reasons above-stated it 
was held that there could be no revoca’ 
tion and the complaint was accordingly 
dismissed. 


Action by Edsall J. Hammond against 
the Chemung Canal Trust Company. 
On motion to dismiss the complaint for 
failure to state a cause of action. 

Motion granted. 


OPINION OF THE COURT 


PERSONIUS, J.—On May 3, 1927, 
the plaintiff deposited with the defen- 
dant $30,000 under a trust agreement 


which provided for the payment of the 
income to the plaintiff for life and of 
principal, upon the plaintiff's death, to 
such persons as he should name in his 
will, and, if he should die intestate, to 
his next of kin. This action is brought 
to revoke the trust under section 23 of 
the Personal Property Law, which pro- 
vides for the revocation of a trust by 
the creator thereof upon the written 
consent of all the persons “beneficially 
interested” therein. The complaint al- 
leges that there are no persons bene- 
ficially interested and, therefore, no per- 
sons whose written consent to the 
revocation is necessary. However, it 
was conceded upon the argument, and 
is admitted by the written stipulation of 
the plaintiff, that he has a daughter, 
mother, four brothers, and three sisters 
living, of full age, and competent. The 
stipulation also provides that such ad- 
mission be considered on this motion as 
though the admitted facts were alleged 
in the amended complaint. It is not al- 
leged that the consents of any of said 
parties have been obtained, and in fact 
they have not. The question here is 
whether the plaintiff's daughter and/or 
his mother, brothers, and sisters are 
“persons beneficially interested” in the 
trust, whose consent to the revocation 
thereof is necessary under section 23. 
We think they are. Henry Whittemore 
v. Equitable Trust Co. of New York, 
250 N. Y. 298, 302, 165 N. E. 454; 
Crackanthorpe v. Sickles, 156 App. 
Div. 753, 141 N. Y. S. 370 (cited with 
approval Henry Whittemore v. Equi- 
table Trust Co. of New York, 250 N. 
Y. 298, 303, 165 N. E. 454, 456); Court 
v. Bankers’ Trust Co. (Sup.) 160 N. Y. 
S. 477, afirmed 172 App. Div. 955, 157 
N. Y. S. 1121; Id. 221 N. Y. 608, 116 
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IN NEW YORK CITY the 15 largest banks 
are the dominant factors with aggregate 
deposits of $9,111,000,000 out of a total 
of $10,056,000,000 in all the commercial 
banks. 11 of these 15 leaders supply their 
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N. E. 1041; Corbett v. Bank of New 
York & Trust Co., 229 App. Div. 570, 
242 N. Y. S. 638. 

Since the adoption of section 23 in 
1909, there has been lack of harmony in 
the decisions, some of which seem to 
support plaintiff's contention _ here. 
Where the creator of the trust, herein- 
after called the “settlor,” has reserved 
to himself the power to direct the dis- 
position of the principal by his will, 
with remainder, in case of intestacy, to 
his next of kin, the trusts have been re- 
voked without the consent of such next 
of kin. Stella v. New York Trust Co., 
224 App. Div. 50, 229 N. Y. S. 166; 
Cruger v. Union Trust Co. of New 
York, 173 App. Div. 797, 160 N. Y. S. 
480; Sperry v. Farmers’ Loan & Trust 
Co., 154 App. Div. 447, 139 N. Y. S. 
192; Goodwin v. Broadway Trust Co., 
87 Misc. Rep. 130, 149 N. Y. S. 1033. 
But the contrary was held in Crackar- 
thorpe v. Sickles, supra, and Court v. 
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Bankers’ Trust Co., supra. Where the 
settlor has reserved no power to will but 
has provided that the remainder should 
go to his children or next of kin, the 
trust has been held irrevocable. Wil- 
liams v. Sage, 180 App. Div. 1, 167 N. 
Y. S. 179; Gage v. Irving Bank & Trust 
Co., 222 App. Div. 92, 225 N. Y. S. 
476, afirmed 248 N. Y. 554, 162 N. E. 
522. <A trust was also revoked where 
the settlor reserved the right to use the 
principal, if necessary, with remainder, 
if any, to her next of kin. Mabel T. 
Whittemore v. Equitable Trust Co., 1:2 
App. Div. 607, 147 N. Y. S. 1058. But 
such effect of a similar reservation was 
questioned in McKnight v. Bank of New 
York & Trust Co., 254 N. Y. 417, 420, 
173 N. E. 568. 

The plaintiff urges that the test of the 
existence of a beneficial interest is that 
laid down in Robinson v. New York 
Life Ins. & Trust Co., 75 Misc. Rep. 
361, 362, 133 N. Y. S. 257, 260, where 
Seabury, J., stated that an interest which 
was not “descendible, devisable, and 
alienable” was not a beneficial interest, 
and that “if the interest which one has 
in a trust estate possesses none of these 
attributes, it cannot be said to be a bene- 
ficial interest.” The plaintiff argues 
that the interest of his daughter and/or 
mother, brothers, and sisters is not de- 
scendible, devisable or alienable, and, 
therefore, not a beneficial interest; but 
such an interest was expressly said to be 
“alienable” in Henry Whittemore v. 
Equitable Trust Co. of New York, 
supra. 

Whatever uncertainty existed seems 
to have been clarified by the Court of 
Appeals in Henry Whittemore v. Equi- 
table Trust Co. of New York, supra. 
The test there established is the intent 
of the settlor, the court saying: “This is 
all a matter of intention. To determine, 
therefore, whether the settlor of the 
trust simply created a life in- 
terest and nothing more, reserving to 
himself the balance of the interest in the 
property, we looked to his intention, as 
expressed in the instrument.” In that 
case, three settlors established a trust 
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fund with two life beneficiaries. Each 
settlor provided: (1) That in the event 
of his death before the life beneficiaries, 
the trustee should pay his share of the 
principal as directed by his will; (2) 
that if he left no will, the trustee should 
pay it to the persons who would take 
under the statute of distributions, that 
is, to his next of kin; (3) he made no 
provision for paying the principal to his 
grantee or assignee; (4) he made full 
and formal disposition of the principal 
of. the trust estate; (5) he reserved 
puwer of disposition “only by will.” 
The settlors and the sole surviving life 
beneficiary consented to the revocation, 
but some of the settlors had children 
who were infants and could not consent. 
In the event of the death of a settlor be- 
fore the life beneficiary, these children 
would take that settlor’s share in the 
principal, subject to the disposition of 
such share by such deceased settlor’s 
will. The interest of these children, in 
the words of the court, could not be 
“conveyed away” by the settlor in his 
lifetime, but “could only be divested or 
cut off by a last will and testament. 
That such an uncertain or variable in- 
terest of the next of kin is alienable. 
. . .” The trust was held irrevo- 
cable. 

In the present case, the settlor (plain- 
tiff) provided for the payment of the in- 
come to himself as life beneficiary, and 
that upon his death the trustee should 
pay the principal (1) as directed by his 
will, and (2) if he left no will, the 
trustee should pay the principal to his 
next of kin, that is, those who would 
take under the statute of distributions 
(Decedent Estate Law, art. 3, § 80 et 
seq). (3) No provision was made for 
paying the principal to any grantee or 
assignee of the settlor, in fact he ex- 
pressly provided (though this provision 
is not controlling) that the trust was 
irrevocable, and expressly surrendered 
“all right and power to amend, modify 
or revoke” the trust during his lifetime. 
He not only expressed an intent that the 
ayreement should be irrevocable, but he 
did that which was necessary in law to 
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make it irrevocable, viz., he created 
beneficial interests in remainder which 
could be cut off only by his will. (4) 
He made a full and formal disposition of 
the principal; he provided for every con- 
tingency, and in no event can there be 
any uncertainty upon his death as to 
who will take the principal. His daugh- 
ter will take, if living, otherwise his 
other next of kin. (5} He reserved only 
the power of disposition by will. 

We think that his intention as ex- 
pressed by the trust agreement was to 
entirely divest himself of any power or 
control over the principal except by his 
will, and that his next of kin are bene- 
ficially interested in the trust, and their 
consents, therefore, necessary to its rev- 
ocation. 

The Henry Whittemore Case is dis- 
tinguishable from the present case in 
only two respects; in that case, if any 
settlor survived the life beneficiaries, the 
principal reverted to the settlor. In this 
respect, the settlors in the Henry 
Whittemore Case reserved more power 
and control than in the present case. In 
the present case, the settlor is himself the 
life beneficiary, while in the Henry 
Whittemore Case, parties other than the 
settlors were the life beneficiaries. We 
do not see that this is material. In the 
cases cited in the Henry Whittemore 
Case, the settlor was himself the life 
beneficiary. Crackanthorpe v. Sickles, 
supra, and Court v. Bankers’ Trust Co., 
supra. 

Motion to 
granted. 


dismiss complaint is 


SUPERINTENDENT OF BANKS 
NOT LIABLE TO STOCK- 
HOLDER 


Walker v. Broderick, Superintendent of 
Banks, Supreme Court of New 
York County, 252 N. Y. 

Supp. 559 


-A state superintendent of banks owes 
no particular duty to stockholders of a 
failed bank, for the violation of which 
they can seek redress in a suit brought 
by them as individuals. 
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Action by Max Walker and Charles 
Florio, co-partners trading as Walker & 
Florio, against Joseph A. Broderick, 
Superintendent of Banks. On motion 
to dismiss the complaint 

Motion granted. 


OPINION OF THE COURT 
VALENTE, J.—Plaintiffs as indi- 


vidual suitors bring action against de- 
fendant as an individual. Plaintiffs 
allege in the amended complaint that 
plaintiffs were stockholders of the Bank 
of the United States at a time when it 
was solvent; that while the bank was 
solvent defendant took office as super- 
intendent of banks and thereafter was 
negligent in two respects: (1) He wholly 
failed to perform certain acts with the 
performance of which he was charged 
by statute. This negligence by omis- 
sion is alleged in paragraphs 8, 9, 10, 
and 14. (2) He performed certain 
duties imposed by statute in a negligent 
way. This afhrmative negligence is 
charged in paragraphs 11, 12, 13, and 


15. Paragraph 16 seems to charge both 
species of negligence. These are the only 
allegations of defendant’s negligence. 
Plaintiff then alleges that the defendant's 
negligence caused loss to the plaintiffs in 
the sum of $50,000 and demands judg- 


ment in that sum. Defendant urges 
three points in support of his motion: 
First, that as his duties as superinten- 
dent of banks vests him with discretion 
he cannot be sued for acts involving the 
exercise of it. This objection perhaps 
might be good as to the acts of affirma- 
tive negligence. I think it is untenable 
as to the failure to act. I rule that a 
practical duty to act is imposed upon 
the superintendent of banks. There is 
no discretion as to whether he shall act. 
When he performs an official act he 
does it within the limits of his discretion. 
As this point, therefore, will not dispose 
of the motion in defendant’s favor, I 
pass it without further examination. 
Second. That the complaint shows 
on its face that plaintiffs were them- 
selves partly responsible for their loss. 
This point is not urged on the ground 
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that the plaintiffs neglect to allege free- 
dom from contributory negligence. I 
cannot say that there is an inescapable 
inference that plaintiffs were negligent. 
I overrule this point also. 

Third. That the defendant owed no 
duty to the plaintiffs for the violation of 
which they can seek redress in a suit by 
them as individuals. I think this point 
is tenable. It involves both classes of 
negligence charged. Defendant by 
statute is charged with a duty to all the 
people of the state. It makes no differ- 
ence whether the duty is to perform a 
quasi-judicial act or a ministerial act. 
If the officer owes no duty to the plain- 
tiff as an individual as distinguished 
from other members of a class, plaintiff 
as an individual cannot sue. This prin- 
ciple runs through all the cases. Smith 
v. Lockwood, 13 Barb. 209; Butler v. 
Kent, 19 Johns. 223, 10 Am. Dec. 219; 
Strong v. Campbell, 11 Barb. 135; East 
River Gaslight Co. v. Donnelly, 93 N. 
Y. 557; Molloy v. City of New Ro- 
chelle, 198 N. Y. 402, 92 N. E. 94, 30 
L.R. A. (N. S.) 126; Higgins v. City 
of New York, 131 N. Y. 128, 30 N. E. 
44; People ex rel. Gaffey v. Fobes, 151 
App. Div. 245, 135 N. Y. S. 747; 
Springfield Fire & Marine Ins. Co. v. 
Village of Keeseville, 148 N. Y. 46, 42 
N. E. 405, 30 L. R. A. 660, 51 Am. St. 
Rep. 667; Hughes v. City of Auburn, 
161 N. Y. 96, 55 N. E. 389, 46 L. R. 
A. 636; Nichitta v. City of New York, 
223 App. Div. 428, 228 N. Y. S. 528. 
An analogous rule prevents an _ indi- 
vidual from recovering even against a 
private defendant when the duty is owed 
only to a class (Moch Co. v. Rensselaer 
Water Co., 247 N. Y. 160, 159 N. E. 
896, 62 A. L. R. 1199; Ultramares 
Corp. v. Touche, 255 N. Y. 170, 174 
N. E. 441, and to a less extent the same 
thought permeates Palsgraf v. Long 
Island R. Co., 248 N. Y. 339, 162 N. 
E. 99, 59 A. L. R. 1253. Robinson v. 
Chamberlain, 34 N. Y. 389, 90 Am. 
Dec. 713, and Hover v. Barkhoff, 44 
N. Y. 113, are easily distinguished. 
Those actions were for failure to repair 
public highways. The purpose of the 





erving 


wisconsin 


enables us to serve you in Wisconsin 


Accurate knowledge of mar- 

kets is fundamental to busi- 

ness success. No less true 

in banking. To serve Wis- ~ ii 
consin effectively, we must 

know Wisconsin well... keep in 
touch with all the diversified as- 
pects of its economic life and prog- 
ress. Our research departments, 
our files of special reports and 


general information, our contacts 


with banks and business 

: leaders throughout the state, 
have built us a background 

TZ which is important to banks 
and business firms in other 
states who seek information con- 
cerning present conditions or fu- 
ture opportunities in Wisconsin. 
(Two-thirds of all the banks in 
Wisconsin are First Wisconsin cor- 


respondents.) 


FIRST WISCONSIN 
NATIONAL BANK 


OF MILWAUKEE 


Unit of Wisconsin Bankshares Group 
Combined Resources over $300,000,000 





THE BANKERS MAGAZINE 


duty was to protect the individual using 
the highway. He therefore could re- 
cover. Litchfield v. Bond, 186 N. Y. 
66, 78 N. E. 719, was an action in tres- 
pass without the sphere of state author- 
ity. In Disbrow v. Mills, 62 N. Y. 604, 
the defendant, a surrogate, allowed 
plaintiff's funds to be misused. There 
was a specific duty owed to a specific 
person (plaintiff). 

[ agree with the contention of plain- 
tiff that the fundamental distinction is 
not between judicial acts and ministerial 
acts. But I go further and rule that the 
basis of the decisions is the distinction 
between a specific duty of the defen- 
dant to an individual and the general 
duty to all the people or to a class of 
which plaintiff is one. It sometimes 
happens that because of a general duty, 
defendant also as to certain acts owes 
a special duty to a plaintiff. In that 
case plaintiff may sue. The reason why 
a person in the performance of judicial 
duties is absolved from liability is that 
it is very rarely that such a duty in- 
volves a special duty to a plaintiff. When 
that occurs, the court quite readily holds 
the judicial officer. Disbrow v. Mills, 
supra, where the court held a surrogate 
liable for failing to perform a special 
duty owing to the plaintiff there. The 
question therefore resolves itself into 
this: Does a superintendent of banks 
owe an individual duty to every stock- 
holder, depositor and customer of a 
bank? I think not. 

The motion to dismiss is granted, 
with $10 costs. Order signed. 


FIDELITY BOND DOES NOT 
COVER MONEY LOST 
THROUGH INCOM- 
PETENCE 


Sparta State Bank v. Myers, Supreme 
Court of Indiana, 177 
N. E. Rep. 258 


In this case a bank sued its cashier, 
Myers, and the surety on his bond to 
recover $1732.21, which amount it was 
illeged the cashier was short in his ac- 


ounts. The fact of the shortage was 
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established but no one connected with 
the bank seemed able to explain the loss. 
The court specifically found that Myers, 
the cashier, did not wrongfully appro- 
priate any of the money and the conclu- 
sion was that the loss had been caused 
through incompetence, not only on the 
part of Myers, but on the part of the 
general staff of the bank. 

It was held that such a loss was not 
covered by the surety’s bond which was 
conditioned that the cashier would 
“faithfully and honestly” discharge his 
duties. The loss described, it was held, 
did not result from either a lack of faith- 
fulness or honesty. 


OPINION OF THE COURT (IN PART) 


Appellant (the bank) contends that 
the bond of a bank cashier conditioned 
that he will faithfully perform his duties 
is sufficiently broad to protect the bank 
against loss occasioned by the incompe- 
tency of the cashier, and argues in its 
brief that the defendant Myers by ac- 
cepting the position as cashier of appel- 
lant bank contracted that he would 
faithfully, honestly, and efficiently per- 
form the duties of his office. Had ap- 
pellee Myers said nothing about his 
ability as a cashier and had made ap- 
plication to the directors of the bank for 
the position of cashier, it might present 
a different question. In this case the 
court found in its special findings that 
Myers did not solicit the position, and, 
when asked to accept the position as 
cashier, told the directors that he was 
inexperienced in banking, knew nothing 
about banking practice and that he 
doubted his competency to serve as such 
cashier. That he was advised by the 
officers of the bank that they believed he 
could, with some training, satisfactorily 
perform the services, and with full 
knowledge of the facts urged him to 
accept the position. 

These conditions it seems to us are 
sufficient to distinguish the contract of 
employment in this case from the usual 
contract of employment of a _ bank 
cashier. These facts repel the proposi- 
tion that Myers contracted to perform 
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the duties of his office skillfully and with 
competency. 

On the other hand, it would seem 
more reasonable that Myers and the 
directors of the bank understood that 
he should accept the position as cashier 
of said bank and that he should per- 
form the duties of his office faithfully 
and honestly and to the best of his 
ability. If Myers so performed his 
duties, and loss occurred on account of 
his incompetency, of which the board of 
directors had full knowledge at the time 
of the employment, we can see no 
grounds for holding either Myers or his 
surety liable for such loss. 

Appellant contends that a bond con- 
ditioned for the faithful and honest per- 
formance of his duties is sufficiently 
broad enough to cover incompetency. 

It is: well settled in this state that the 
extent or limitation of the liability in- 
curred by the execution of a bond is 
fixed by the legal import of its terms, 
which should be construed according to 
the ordinary and reasonable meaning of 
the language employed. Courts should 
not give the wording of a bond a 
strained construction, to free a surety 
from an obligation nor to fasten one 
upon it. Crocker v. Field’s Biscuit, etc., 
Co., 93 Cal. 532, 29 P. 225; People v. 
Breyfogle, 17 Cal. 504-508; 9 C. J. 37- 
38 and cases there cited. 

There is no contention in this case 
that there has been a violation of the 
“honesty” provision of the bond, but 
only that the “faithfully” provision has 
been breached. If we apply the above 
tule of construction, appellant’s conten- 
tion cannot prevail. To say the word 
“faithfully,” as here used, means skill- 
fully and with competency, would not 
be giving the words their ordinary and 
reasonable meaning. In the case of the 
Common Council of Alexandria v. 
Corse, 2 Cranch, C. C. 363, Fed. Cas. 
No. 183, it was held that the surety on 
a bond, conditioned for the faithful ex- 
ecution of the duties of his office, was 
not liable for an honest error in judg- 
ment, or want of skill. The case of 
Bank of the United States v. Brent, 2 


Cranch, C. C. 696, Fed. Cas. No. 910, 
was a suit on the official bond of a bank 
teller, which was conditioned that he 
would “well and faithfully execute the 
office,” the court held that the surety 
was bound only for the teller’s fidelity 
and not his skill. 


JOINT SAVINGS DEPOSIT 


In re Porianda’s Estate, New York 
Court of Appeals, 176 
N. E. Rep. 826 


The presumption created by section 
249 of the New York Banking Law to 
the effect that a deposit in two names, 
in form payable to either or the survivor, 
will belong to the survivor upon the 
death of one, may be overcome by proof 
to the effect that there was no intention 
on the part of the person owning and 
depositing the money to create a joint 
tenancy entitling the survivor to the 
funds. 


Appeal from Supreme Court, Appel- 
late Division, Second Department. 

Proceeding by Charles M. Miller, as 
administrator, for the discovery of 
property alleged to belong to the estate 
of Mary Porianda, deceased, opposed by 
Annie Wrona. From an order of the 
Appellate Division of the Supreme 
Court in the Second Judicial Depart- 
ment (230 App. Div. 788, 244 N. Y. 
S. 915), which affirmed a decree (135 
Misc. Rep. 389, 237 N. Y. S. 715) dis- 
missing the petition, the administrator 
appeals. 

Reversed. and new hearing ordered. 


OPINION OF THE COURT 


KELLOGG, J.—Mary Porianda was 
the owner of a deposit of $5113.35, 
credited to her individual account in the 
Yonkers Savings Bank. On the 24th 
day of October, 1928, she sent a letter 
to the bank, requesting it to add the 
name of her sister, Annie Wrona, to 
the account, “making it a joint account 
during life; either one to have full 
power to deposit therein or draw there- 
from, and the balance payable to the 
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survivor, in case of death.” In accord- 
ance with her request, the account was 
credited to Mary Porianda or Annie 
Wrona, “Joint account, either survivor 
to take all.” On January 7, 1929, dur- 
ing the lifetime of Mary Porianda, 
Annie Wrona withdrew $3,000 from 
the joint account and deposited the same 
in the Yonkers National Bank to the 
credit of five accounts, one in her own 
name, two in the name of her son John, 
and two in the name of her son Mike. 
Mary Porianda afterwards died, and the 
administrator of her estate, in discovery 
proceedings, now seeks to recover posses- 
sion of the sums withdrawn. The sur- 
rogate has held that the form of the de- 
posit conclusively determined that there 
was a joint tenancy created; that, after 
the death of Mary Porianda, the with- 
drawn moneys became the absolute 


property of Annie Wrona, the survivor; 
that the proceedings should be dismissed. 
He was of the opinion that the evidence 
given, in support of the contention that 
no joint tenancy was intended by the 


depositor was wholly immaterial, citing 
Moskowitz v. Marrow, 251 N. Y. 380, 
387, 167 N. E. 506, 508, 66 A. L. R. 
870. 

We stated in the case cited that sec- 
tion 249 of the Banking Law (Consol. 
Laws, c. 2) sets up two presumptions. 
The first, reversing the common-law rule, 
requires a holding, in the absence of 
other proof, that a deposit made in the 
names of the depositor and another per- 
son “in form to be paid to either or the 
survivor of them” becomes “the prop- 
erty of such persons as joint tenants.” 
This presumption is not conclusive, and 
may be overcome by proof that the de- 
positor, when making the deposit, had 
no intention to create a joint tenancy. 
The second presumption, that title passes 
to the survivor, where applicable, is 
irrefutable by proof, and therefore a 
rule of substantive law. The form of 
the deposit is “conclusive evidence,” in 
any action or proceeding to which either 
the “savings bank or the surviving de- 
positor is a party,” of the “intention of 
both depositors to vest title to such de- 
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posit and the additions thereto in such 
survivor.” To be applicable, however, 
there must have been survivorship; and, 
even then, its application is limited to 
the moneys still on deposit in the sav- 
ings bank, credited to the depositors 
under the original formula “payable to 
either or the survivor.” This presump- 
tion does not apply “in respect of any 
moneys withdrawn by either during 
life” (Moskowitz v. Marrow, supra, 251 
N. Y. at page 397, 167 N. E. 506, 512, 
66 A. L. R. 870); it applies only “in 
favor of the survivor in respect of any 
moneys then left in the account” (Mor- 
row v. Moskowitz, 255 N. Y. 219, 221, 
174 N. E. 460). The withdrawal of 
moneys from the joint account does not 
destroy the joint tenancy, if one was 
created; it merely opens the door to 
competent evidence, if available, that no 
joint tenancy was originally intended or 
created. Id. 

Annie Wrona herself testified that her 
sister, the original depositor, Mary 
Porianda, became ill in June, 1928; that 
she told an official of the savings bank 
that she wanted the change in the de- 
posit made; that she said, “I can’t go to 
the bank and take money and my sister 
she go same like me, that right”; that 
her sister requested her to withdraw the 
$3,000 and deposit it in the Yonkers 
National Bank, in the manner employed. 
The record discloses the following 
answers made by Annie Wrona to the 
following questions: 

“Q. Whose money was it you put in 
Yonkers National Bank, $3,000, whose 
money was it? A. My sister before. 

“Q. Your sister's money? A. Yes, 
before. 

“Q. When your sister told you to put 
the $3,000 in bank? A. Yes, she told 
me. that. 

“Q. Did you understand that was to 
be her money? A. Yes. She understood 
it is her money. Q. You understood it 
was her money? A. Sure. She trust 
me everything like herself.” 


This proof, unlike that offered from 
the witness Kushwaia, concerning self- 
serving declarations of Mary Porianda 





made after the establishment of the de- 
posit, which the surrogate correctly de- 
clined to receive (Marrow v. Mosko- 
witz, supra), directly bore upon the 
original intention of Mary Porianda in 
making the deposit, and tended to prove 
that a joint tenancy was not created, or 
intended to be. This proof should have 
been considered by the surrogate and a 
decision made upon the issue of fact to 
which it gave rise 

The order should be reversed, and a 
new hearing ordered, with costs to abide 
the event. 


NEGOTIABILITY OF TRADE 
ACCEPTANCE 
Aetna Investment Corporation v. Shu- 
man’s Studio, Supreme Court of 
Rhode Island, 154 Atl. Rep. 271 


The negotiability of a trade accep- 
tance is not destroyed by the following 
clause: 

“This obligation is assumed by the 
drawer in consideration of the benefits 
which may flow from the expenditure 
of a fund built from this and similar 
contributions, promises and agreements 
mutually made by others throughout the 
country which fund is to be employed 
in conducting a nation wide campaign 
to advertise and further the interests of 
those engaged in the photographic in- 
dustry. - 


Action by Aetna Investment Corpora- 
tion against Shuman’s Studio. Verdict 
was directed for plaintiff, and defendant 
brings exception. Exception overruled. 


OPINION OF THE COURT 
RATHBUN, J.—This is an action in 


assumpsit on six trade acceptances, that 
is, bills drawn by the defendant, con- 
taining a statement of the transaction 
giving rise to the instruments. The case 
is before us on the defendant’s excep- 
tion to the ruling directing a verdict for 
the plaintiff for the face value of the 
drafts, plus interest. 

The six instruments formed a series 
of bills of exchange, called drafts, pay- 
able at intervals of six months. Except 
as to amount and date of payment the 
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other drafts are identical with the one 
first due, the material language of which 
is as follows: 


“Lincoln Trust Co., 
“Name of Payor’s Bank. 
“Providence, R. I. 

“Pay, Dec. 15, 1927 to the order of 
The National Advertising Fund of the 
Photographers Association of America, 
at The Peoples State Bank, Indianapolis, 
Twenty Five Dollars, ($25.00). 

“This obligation is assumed by the 
drawer in consideration of the benefits 
which may flow from the expenditure 
of a fund built from this and similar 
contributions, promises and agreements 
mutually made by others throughout the 
country which fund is to be employed 
in conducting a nation wide campaign 
to advertise and further the interests of 
those engaged in the photographic in- 
Gustry. .-. .« 

“Obligation accepted by: The Photog- 
raphers Association of America. 

“{Signed} Albert J. Shuman 
“Name of Payor.” 


It appears that the Lincoln Trust 
Company is not the drawee, but merely 
the bank where the drawer keeps his 
funds; and that the drafts were accepted 
by the Photographers’ Association of 
America before they were signed by the 


drawer. See section 144, chap. 227, 
Gen. Laws 1923. 

On June 15, 1927, before the earliest 
maturing draft became due, all of said 
drafts were sold by the payee for a 
valuable consideration to the plaintiff, 
which contends that it is entitled to the 
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rights of a holder in due course. The 
question is whether the drafts are un- 
negotiable by reason of language therein 
stating the transaction which gave tise 
to the instruments. 

The defendant's contention is that the 
promise to pay is conditional, and there- 
fore that the drafts are unnegotiable. 

Section 9 of chapter 227, Gen. Laws 
1923, provides that: “An unqualified 
order or promise to pay is unconditional 
within the meaning of this chapter, 
though coupled with: A state- 
ment of the transaction which gives rise 
to the instrument.” 

The order to pay was unqualified; 
we find nothing in the language of the 
instruments tending to show that pay- 
ment was dependent upon any con- 
tingency. For authorities holding simi- 
lar instruments negotiable, see 37 Yale 
Law Journal, 382; 5’ Uniform Laws 
Ann, 22. 

For the purpose of completing the 
record the defendant was permitted to 
testify that at the time of the signing 
of the instruments the payee’s agent 
orally promised that a portion of the 
advertising would be in local papers. 
This testimony was stricken out before 
the ruling directing a verdict for the 
plaintiff. 

There was no evidence that the plain- 
tiff before purchasing had knowledge of 
such oral agreement, and the testimony 
to the effect that the plaintiff was a 
holder in due course was undisputed. 

The defendant’s exception is over- 
ruled, and the case is remitted to the 
superior court for the entry of judgment 
on the verdict as directed. 
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Text of the Note Addressed to the Bank for International 
Settlements 


HE German government herewith 
[propose that the Bank for Inter- 

national Settlements convoke a 
special advisory committee as provided 
in the Young Plan of the Hague agree- 
ment of January 20, 1930. With refer- 
ence to the reason and purpose of this 
proposal, the German government has 
the honor to point out the following: 

As early as the beginning of June, 
this year, the German government had 
come to the conclusion that it would be 
unable to continue the payment of an- 
nuities under the Young Plan, despite 
the greatest possible reduction of state 
expenditures and repeated increases in 
taxation. Even at that time, the eco- 
nomic and financial situation in Ger- 
many was most seriously jeopardized. 
The German government, therefore, de- 
cided to draw the necessary conclusions 
from this situation. 

This decision was followed by the 
declaration of the President of the 
United States of America on June 21, 
proposing a year’s suspension of all 
payments to all governments of repara- 
tion and reconstruction debts. The pur- 
pose of this foresighted initiative as 
stated in the declaration, was to con- 
tribute to the re-establishment of con- 
fidence and thereby of political peace, 
as well as to promote the world’s eco- 
nomic stabilization; debtor nations were 
to be given time to regain their national 
prosperity. 

The hope that this proposal would 
mean a definite turn in the world crisis 
did not materialize. As a result of 
further events, the Hoover year alone 
was unable to dispel the danger of a 
collapse. The British government, there- 
fore, took the initiative in July in call- 
ing a London conference. The results 


and recommendations of this conference 
were an extension of the rediscount 
credit granted to the Reichsbank, the 
Basle credit maintenance agreement and 
the report of the Basle committee of 
experts appointed by the Bank for In- 
ternational Settlements. 

All these measures, though important 
in bringing quick alleviation, were 
nevertheless by their whole character 
merely of a preparatory nature. The 
London conference itself, in its final de- 
clarations, stated that the measures 
recommended merely constituted a first 
step and that they were meant to form 
the basis for action of more far-reaching 
importance. 

Accordingly, the experts who co-op- 
erated in the execution of the London 
recommendations kept ever in view the 
theme of the really provisional character 
of all these measures. For instance, it 
is stated in the credit maintenance agree- 
ment that the contracting parties made 
the adjustment provided for therein 
only “until a permanent solution of the 
problem of Germany's short-term debts 
shall be brought about.” 

In a like manner the report of the 
Basle committee of experts closes with 
an urgent exhortation to the participat- 
ing governments “to lose no time in 
taking the necessary measures to bring 
about a situation which will make it 
possible to carry out the financial trans- 
actions which will bring Germany, and 
consequently the world, the relief so 
urgently needed.” 

In the intervening months the eco- 
nomic and financial situation in Ger- 
many has grown extremely acute. The 
facts characterizing this situation are 
generally known. In other countries, 
too, the pressure of the crisis has 
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brought about most serious effects. The 
world has come to realize more and more 
clearly the inner connection between the 
different financial problems caused by 
the present situation and the necessity 
of attacking them as a whole. 

In considering the best means of deal- 
ing with this task, the idea has come 
more and more to the front of first con- 
voking a special advisory board. As its 
convocation depends, according to the 
system of the Young Plan, upon a pro- 
posal by the German government, the 
latter has now decided to advance this 


proposal, so that everything has been 
done that it can do to open the way for 
broader general measures on the part of 
the governments. 

In accordance with the Young Plan, 
this proposal requires a declaration on 
the part of the German government to 
the effect that “it has arrived at the con- 
clusion in good faith that Germany’s 
exchange and economic life may be 
seriously endangered by further transfer 
in part or in full of the postponable por- 
tion of her annuities.” 

In making this declaration the Ger- 
man government must point to the fact 
that such a declaration does not do jus 
tice to the present state of things. Since 
the Young Plan was drawn up the eco- 
nomic and financial situation in the 
world, especially in Germany, has been 
fundamentally changed by an unprece- 
dented crisis. As the Young Plan as 
signs to a special advisory committee the 
task of investigating the situation from 
all angles, the committee must examine 
the problem in its entirety, with due 
consideration for all the component fac- 
tors, and must especially take into ac- 
count that the question of Germany's 
private indebtedness must be newly 
regulated in good time before the end 
of February, 1932, and this by means of 
an agreement to be concluded between 
foreign creditors and German debtors. 

As the present conditions require the 
greatest acceleration in adopting mea’ 
sures, the German government proposes 
that a special advisory board convene 
immediately and that it complete its 
work as speedily as possible so that 
there can take place in the near future 
a conference of these governments com- 
petent to reach and formulate decisions. 
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the various countries of the world, 

with few exceptions, struggling to 
solve economic problems of the first 
magnitude. Unbalanced budgets, de- 
ranged industry and widespread unem- 
ployment are matters of almost universal 
concern. This situation is at last com- 
pelling the nations of the world to seek 
for co-operative effort more vigorously 
than has ever been witnessed before. 
They realize that a depression of such 
wide extent must be due to a cause 
or-to causes originating beyond the 
boundaries of any single nation, and 
that its severity has now become so 
great as to require united effort to bring 
about amelioration. Evidence of the 
correctness of this view is afforded by 
the interchanging visits of statesmen, the 
conferences of bankers and the meetings 
of the Council of the League of Nations. 
For years after the close of the Great 
War, it was generally assumed that the 
immediate problem to be faced was the 
restoration of fairly normal economic 
conditions. Pressing as this problem 
undoubtedly was, so much attention was 
bestowed upon it as to obscure what was, 
in fact, a matter of even greater ‘con- 
cern—the reconciling of political differ- 
ences. After a lapse of thirteen years 
since the signing of the Armistice these 
differences still persist, and constitute a 
major obstacle in devising and carrying 
out plans essential to the economic re- 
storation of the war-impoverished na- 
tions. Until they are composed all relief 
measures will prove temporary in char- 
acter and ineffective in bringing about 
that restoration of confidence so widely 
proclaimed as a preliminary to the return 
of prosperity. At last the statesmen of 
the leading countries have been brought 
to an understanding of this fact, and 
they are taking measures designed to 


Tu close of the year 1931 finds 


bring about closer relations between 
those nations chiefly concerned. This 
disposition must be hailed as a return 
to sanity, and it can be taken as among 
the most hopeful signs of the coming 
of a better day. It is not without signifi- 
cance that practically all the countries 
of the world have agreed on postponing 
for a year additions to their armaments 
not covered by arrangements made be- 
fore the taking effect of this agreement. 
Such an agreement will greatly relieve 
political tension and lessen the tax 
burdens now so heavily pressing upon 
the peoples of the world. Thorny prob- 
lems lie immediately ahead—the German 
credits to be funded or paid by March 1, 
the Disarmament Conference in Feb- 
ruary, and the end of the Hoover Mora- 
torium in July. To deal with these 
problems in a manner acceptable to all 
concerned will require sacrifices all 
around, a supreme exhibition of patience, 
and almost superhuman wisdom. But 
they will have to be squarely faced. 
Any practicable settlement of them will 
be followed by more or less dissatisfac- 
tion in some quarters. Europe cannot 
fail to take note of the fact that the 
American taxpayer does not lightly re- 
gard the proposal that upon his shoulders 
should be placed the burden of debt of 
which various European countries are 
seeking to divest themselves. Nor, on the 
other hand, can America be wholly indif- 
ferent to the demand for some lightening 
of a load of debt on the part of the hard- 
pressed European nations. A debt that 
is impossible to be collected may as well 
be written off. Or if collectible only by 
the impoverishment of the debtor, the 
process may be too costly to be invoked. 
Probably a further extension of time and 
a decrease in the annual amounts to be 
paid would afford a degree of relief 
on reparations and debts that would go 
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BANCO DE MEXICO 


Cable Address: BANXICO MEXICO CITY P. O. Box 98 Bis 


Capital Resources 
$100,000,000 Mexican Gold Over $200,000,000 Mexican Gold 


The Only Bank of Issue in the Republic of Mexico 


BRANCHES: 

Nuevo Laredo, Tamps. 
, Oaxaca, Oax. 

Parral, Chih. 

Piedras Negras, Coah. 
Puebla, Pue. 


Aguascalientes, Ags. 
Chihuahua, Chih. 
Ciudad Ju4rez, Chih. 
Cuernavaca, Mor. 
Durango, Dgo. 
Guadalajara, Jal. 


Leén, Gto. 
Mazatlan, Sin. 
Mérida, Yuc. 
Monterrey, N. L. 
Morelia, Mich. 
Navojoa, Son. Saltillo, Coah. 
Nogales, Son. San Luls Potosi, 8.L.P. 


THE STRONGEST BANK _ IN MEXICO 


OVER SIX HUNDRED CORRESPONDENTS THROUGHOUT THE REPUBLIC 
AND FOREIGN CORRESPONDENTS ALL OVER THE WORLD 


Member of the American Bankers Association 


This Bank issues Foreign Drafts, Travelers Cheques, Travelers Letters of Credit, 
Commercial Letters of Credit for financing Imports and Exports, Mail and Cable 
Transfers to the United States and Europe, Foreign Collections handled and reimbursed 
promptly, Foreign and Mexican Money bought and sold at best market rates. Transacts 
a@ general business in its capacity of Bank of Deposit and Discount. Interest credited 
on balances in Mexican Gold and Silver, Dollars and European money. 


ISSUES CERTIFICATES FOR THE PAYMENT OF IMPORT AND EXPORT DUTIES 


The BANCO DE MEXICO issues Travelers Cheques in Mexican Silver, payable 
free of charge by the head office in Mexico City, their 26 Branches and numerous 
Correspondent Agents located in the principal cities and towns in the Republic of 
Mexico. These cheques are received in payment of services by all Mexican Federal 
offices, namely: Custom House, Post Office and Telegraph, also by Railways, Cable 
Offices and leading Hotels. 

INFORMATION BUREAU FOR TOURISTS IS MAINTAINED 


ITS FOREIGN DEPARTMENT CORDIALLY INVITES YOUR CORRESPONDENCE 
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Tampico, Tamps. 
Tapachula, Chis. 
Toluca, Méx. 
Torreén, Coah. 
Veracruz, Ver. 


Villahermosa, Tab. 
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far towards ending the movement for a 
complete cancellation of these obliga- 
tions. Even with these easier conditions 
it may be found necessary for the parties 
in interest to consent to some reductions 
on both accounts. From a pragmatic 
standpoint the nations have only to con- 
sider whether or not the resultant gain 
would outweigh the sacrifice demanded. 
Financiers and statesmen will have to 
exercise all their courage and wits to 
straighten out a tangle that has become 
unendurable. Their efforts will have to 
be supported by a tolerant spirit of the 
peoples of the world. That action on 
these problems is not called for until 
some future time is all the more reason 
for giving them earnest consideration 
now. Sudden and dramatic action is 
far less sure of success than may be 
hoped for from measures reached after 
long and careful deliberation. The 
statesmen of the world must not wait 
until February to make up their minds 
as to how far they are prepared to go 
on disarmament. Financiers cannot de- 
lay until March what they are going to 
do about the German credits due in that 
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month. The heat of next July will be 
a less favorable time for devising a work- 
able plan on reparations and_ inter- 
governmental debts than several of the 


intervening months. Fortunately, the 
turn of international events in recent 
weeks has not all been such as to deepen 
the spirit of gloom. The attack against 
the American dollar has completely 
failed. England, by a decisive popular 
vote, has rejected the experiment of a 
more or less socialistic government. 
Germany is piling up an immense ex- 
port balance. Italy has formed a state 
industrial bank whose capital was 
promptly subscribed, thus relieving one 
of its great commercial banks from 
carrying a large volume of investment 
securities. Some of the South Ameri- 
can countries are taking steps calculated 
to place their finances in a sounder 
condition. Except for the clash in 
Manchuria between China and Japan, 
the world remains at peace. For the 
time being the world is less disturbed. 
The hysteria beginning in June has 
gradually subsided. Whether advan- 
tage is to be taken of this calmer period 
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for adjusting some of the exceedingly 
grave problems mentioned will depend 
upon the sound thinking given them 
now and the action that must be taken 
within the next half year. 


GREAT BRITAIN 


One of the first acts of the new Parlia- 
ment has been the enactment of a 
measure authorizing the Board of Trade 
to impose a duty up to 100 per cent. 
on manufactured goods and those partly 
manufactured imported into the United 
Kingdom. The law is limited to a 
period of six months, by which time it 
is expected a permanent tariff law will 
have been enacted. Food products and 
taw materials are not included in the 
new law, and its provisions do not 
extend to the British Dominions. It is 
classed as an anti-dumping measure, 
chiefly designed to protect the British 
Isles against extraordinary imports made 
in anticipation of a general protective 
law. For some time British manufac- 
turers and merchants have employed the 
slogan “Buy British Goods,” a demand 


which has been greatly intensified of late 
by the economic and financial situation. 
The reversal of England’s free-trade 
policy will no doubt have important 
effects both in that country and other 
countries with which England trades on 
a large scale. This change, it is be- 
lieved, may especially affect banking and 
shipping interests. In this connection 
some interesting facts in regard to British 
overseas trade, presented in the London 
Times, will be found of interest. The 
first eight months of the years 1913 and 
1931 show the following relative posi- 
tion of leading imports: 
1913 1931 
Food, drink and 
tobacco 
Raw materials 
and articles 
mainly un- 
manufactured. 171,814,000 
Manufactures... 133,558,000 


£189,343,000 £264,366,000 


116,428,000 
165,233,000 


“The increase in the cost of food, 
drink and tobacco,” says the London 
journal, is no less than £75,023,000, and 
in manufactured goods £31,675,000, 
while the imports of raw materials and 
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CORRESPONDENT BANKS 


gress have qualified the Westminster Bank to offer its characteristic 
services asa London correspondent to foreign banking estab'ishments. 
It functions through a system of over a thousand of its own branches 
in England and representation in every banking town in the world, 
and is amply equipped (as are the Paris and Brussels offices of the 
Westminster Foreign Bank) for specialized service in credits, collec- 
tions, exchange, and all the ramifications of commercial finance. Bank- 
ing houses wishing to establish a London connexion are invited to 
communicate with the Manager 


WESTMINSTER BANK LIMITED 


New York Representative: C. M. Parker, 68 William Street 


HEAD OFFICE: 41 
Sicccereceoecorercoeoooesooooeooerees: 


articles mainly unmanufactured declined 
by £55,386,000. In view of the fall in 
wholesale prices to the pre-war level it 
is obvious that the increase in food, 
drink, and tobacco is a real increase. 
This is accounted for by the redistribu- 
tion of the nation’s income in favor of 
the working classes through unemploy- 
ment pay and other social benefits, which 
in the aggregate represent a very large 
reduction in the fund of annual savings 
which used to be accumulated in this 
country. These charges plus the rigidity 
of high wages and salaries have so in- 
creased the cost of British manufactures 
in relation to prices abroad that for- 
eigners have been unable to buy them 
in former quantities. This decline in 
Britain’s ability to sell goods is reflected 
not only in smaller imports of raw 
materials but also in much smaller ex- 
ports of manufactured goods. In the 
first eight months of this year the ex- 
ports of manufactured goods were only 
£198,844,000, against £278,485,000 in 
1913. It will be noted that the fall in 
manufactured exports is more than equal 
to the increased cost of imported food, 
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drink, and tobacco. Thus, on these two 
counts this country is £154,664,000 
worse off as regards its visible trade 
balance than it was in 1913.” 


BANK OF ENGLAND REDUCES FOREIGN 
BORROWING 


The Bank of England has repaid two- 
fifths of the £50,000,000 credit extended 
to it on August 1 by the Bank of France 
and the Federal Reserve Bank of New 
York, extending the balance for a further 
period of three months. This reduction 
of the foreign indebtedness is interpreted 
as a sign of increasing strength of the 
position of the Bank of England, and has 
had a favorable effect both in England 
and abroad. 


GERMANY 


Trade returns indicate that Germany 
is piling up a large excess of exports, 
the balance for ten months of the present 
year being in excess of $500,000,000. 
Notwithstanding this favorable showing 
in the international trading account, 
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Backed by an experience of nearly eighty years, and thoroughly familiar with 
local business conditions, we are in an exceptionally favorable position to under- 
take commercial banking, fiduciary and trustee business of every description in 
the Philippine Islands. 

With our Head Office in Manila, conceded to be the chief distributing center of 
the Far East, and with connections extending all over the world, amongst which 
are the strongest and best known foreign banks, we are prepared to act as an 
intermediary in the dealings between foreign centers and a country which, like 
the Philippines, is developing rapidly and offers considerable opportunities to the 
foreign exporter, merchant, and investor. 

Careful and close attention given to the collection business of foreign banks. 
Inquiries and correspondence invited. 


Che Bank of the Philippine Jalandsz 


ESTABLISHED 1851 
AUTHORIZED CAPITAL, P10,000,000.00 
CAPITAL FULLY PAID AND RESERVES, OVER P7,000,000.00 


(ONE U. 8. 
Cable Address: 
BANCO 


$=TWO PESOS) 


HEAD OFFICE: 
10 Plaza Cervantes, Manila 


Branches in CEBU, ILOILO and ZAMBOANGA 


FULGENCIO BORROMEO 
RAFAEL MORENO 


P. J. CAMPOS 

D. GARCIA 

S. FREIXAS . 

J. M. GARCIA 

V. J. JIMENEZ 
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production has been declining for some 
time and unemployment increasing. Just 
what the future economic situation of 
the country is to be cannot well be 
determined until a decision is reached 
both with regard to the suspended credits 
which must be dealt with before the 
close of February and the reparations 
moratorium coming to an end in July. 
The concessions made on these accounts 
will prove decisive factors in the immedi- 
ate economic situation of the country 
and its future for a long time to come. 
Undoubtedly the moratorium and the 
“stillhalt” have tided Germany over a 
period that, lacking these expedients, 
would have been marked by serious 
disasters to the country’s banking and 
industrial organizations. That the 
breathing spell has brought about suf- 
ficient restoration to permit taking up 
immediately a large part of the demand 
credits or resuming reparations payments 
in full, no one conversant with the actual 
situation can for a moment imagine. 
Further concessions must be made. How 
large they must be is the real question. 


- President 
e Vice- President and Secretary 
” Vieo- President and Mgr. Foreign Dept. 
° - Cashier 
. Vice- President and Auditor 
Manager, Cebu Branch 
Manager, Zamboanga Branch 


FRANCE 


This country has been among the last 
to be seriously affected by the world- 
wide depression. The strong financial 
position of the Bank of France, the 
thrifty disposition of the French people 
and the prosperity of agriculture and 
manufacturing constituted resistances 
which long successfully combated the 
depression wane. But of late the situa- 
tion has been less favorable, though 
France has as yet not felt the shock of 
the crisis to anything like the extent 
experienced in nearly all other countries. 
Now there is a recession in the activities 
of the major industries, the unfavorable 
trade balance is growing and unemploy- 
ment increasing, though compared with 
other countries the total is still insignifi- 
cant. Average prices are weak, and the 
fall in sterling is adversely affecting 
foreign steel sales. 

A notable development in French 
finance has been the remarkable rise in 
the gold holdings of the Bank of France 
and in its note circulation. At the time 
the franc was stabilized, about three 
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Business with Ecuador, South America 


The sound development of your business demands the services of a 
bank which, through an intimate knowledge of the market with which 
you operate, is qualified to furnish you, at any time, with an accurate 
information regarding your prospective clients there. 


Our wide connections in the Ecuadorian market place us in a posi- 
tion to provide our friends with reliable data regarding local firms and 
give them an efficient service in the handling of their collections. 


We invite correspondence. 


LA PREVISORA NATIONAL BANK OF CREDIT 


Guayaquil — Ecuador — South America 


and one-half years ago, the gold held was 
below 30,000,000,000 francs and the 
circulation less than 60,000,000,000 
francs. By October 16 last the gold had 
increased to 62,155,000,000 francs and 
the circulation to approximately 82,000,- 
000,000 francs 


ITALY 


Gold holdings of the Bank of Italy 
have recently been increased by im- 
portations from the United States, so 
that now the gold cover of its notes is 
above 37 per cent., whereas the com- 
bined required cover is only 40 per cent. 
in gold and gold bills. A further de- 
crease in note circulation was recently 
reported. Foreign trade shows a greater 
reduction of imports than of exports, 
and the deficit of -the trade balance is 
declining. While there has of late been 
an increase of unemployment, the govw- 
ernment has instituted a large program 
of public works to relieve the situation. 
A state industrial bank, with a capital 
of 500,000,000 lire, has been formed to 
aid in the further financing of industry, 
and incidentally to relieve some of the 
commercial banks of part of their hold- 
ings of industrial securities. 


NORWAY 


Economic conditions in Norway, dur- 
ing the first part of the third quarter, 
were greatly influenced by the general 
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lockout affecting various branches of 
industry. In addition, the fishing catch 
was disappointing, exports were con- 
siderably reduced, and shipping remained 
depressed. However, with the termina- 
tion of the prolonged labor conflict about 
the middle of September, export and 
domestic industries began to show 
greater activity. The immediate out- 
lock was considered rather favorable 
until developments in England, particu- 
larly the abandonment of the gold 
standard, created new factors of uncer- 
tainty. Efforts were made to maintain 
the exchange value of the Norwegian 
crown at par but it was soon found 
inadvisable to do so and on September 
28 Norway, together with Sweden and 
Denmark, decided on a_ temporary 
abandonment of the gold standard. 
According to a statement by N. Rygg, 
governor of the Bank of Norway, the 
departure from the gold standard is to 
be followed by a policy calculated to 
preserve the internal purchasing power 
of the Norwegian crown. In connection 
with the bank’s gold situation it may 
be pointed out that gold abroad at the 
free disposal of the bank does not, in 
fact, constitute a part of the gold stock, 
which includes only the gold actually in 
the bank or on deposit at the Royal Mint 
for the bank’s account. 


HUNGARY 


Owing to recent financial disturbances 
in other countries, the situation in 
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More York Equipment 


for 


Yavivey 


Federal Reserve Bank 
at Pittsburgh 





HE present vault equipment of the Pittsburgh 

Branch of the Federal Reserve Bank of Cleve- 
land was built and installed by YORK. Now, two 
great new vault doors—a 30 in. rectangular main 
door and a 30 in. circular emergency door—are in 
course of construction at the YORK factory for 
their new building. 


This new contract is significant evidence that York 
equipment has fulfilled every requirement and is 
another tribute to YORK preeminence. 


York vault installations in Federal Reserve Banks 
include the following: 


NEW YORK CHICAGO CLEVELAND 
PHILADELPHIA BOSTON MINNEAPOLIS 


and branches at 


CINCINNATI LITTLE ROCK PITTSBURGH 
JACKSONVILLE LOUISVILLE LOS ANGELES 


YORK SAFE & LOCK CO. 


York, Pennsylvania 
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Manufacturers and Builders of the World’s Greatest Vaults 


NEW YORK ST. LOUIS CLEVELAND HONOLULU 
BALTIMORE SAN FRANCISCO WASHINGTON PARIS 
BOSTON NEW HAVEN LOS ANGELES HAVANA 
PHILADELPHIA HOUSTON PITTSBURGH TOKYO 
SEATTLE CHICAGO MONTREAL SHANGHAI 
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The Orange Savings Bank, Orange, N. J. 


HE new building of the Orange Savings Bank is of 
modified Italian Renaissance design, carried out in 
Rockwood Alabama veined buff stone, with a texture 
and graining similar to that of marble, but of warmer 
tone. The base is of Conway pink polished granite and 
entrance gates, door and window sashes are of bronze. 


HOLMES & WINSLOW 


Specialists in Bank Architecture 
and Interior Equipment Complete 


153 East 38th Street - - - ° New York 








BANCO DE PONCE 


PONCE, PORTO RICO 


CAPITAL and SURPLUS, over .. . 


$1,400,000.00 


Porto Rico's average yearly business 
with the continental United States 
aggregates over $150,000,000.00. 
This total represents more than 90% 
of all the Island's foreign business. 


We invite the correspondence of 
Banks, Bankers and Exporters to 
place our facilities at their disposal 
for the efficient handling of their 


transactions with this Island. 


Hungary has become less favorable, and 
on the invitation of the government a 
commission of experts from the League 
of Nations was called in to examine the 
situation. The deficit for the fiscal year 
1931-32—-exclusive of state undertakings 
—has been estimated, with due con- 
sideration for the decrease in revenue 
to be expected, at 117,500,000 pengo. 
The cover for this deficit is to be pro 
vided by the 133,900,000 pengo which 
the economy measures together with in- 
creases of taxation ought to yield. The 
surplus of 16,400,000 pengo, as also the 
reserve to result from the cutting down 
work of the Economy Commission, is 
to be appropriated to cover a possible 
surplus of expenditure and for the pur- 
poses of an emergency relief action. 
Doubt is expressed by the economic 
report of the Hungarian General Credit- 
bank as to the ability of the taxpayers 
“to bear the increased and very heavy 
burdens of new taxation.” A favorable 
factor in the situation is that the harvests 
were generally better than earlier re- 
ports indicated. 


POLAND 


While Poland has not been exempt 
from the shocks recently disturbing other 
countries, it has thus far withstood them 
quite successfully. The currency has 
escaped depreciation, and the foreign 
trade situation has shown recently a 
comfortable balance of exports. State 
finances have been so managed as to 
show a marked decline in the monthly 
deficit. The October 20 statement of 
the Bank of Poland showed a decrease 
of 33,497,670 zlotys in the note circula- 
tion, compared with the previous state- 
ment. Foreign trade for September 
closed with a credit balance of 58,000,- 
000 zlotys, thus bringing the favorable 
balance for the first nine months of the 
current year up to 291,671,000 zlotys. 


DENMARK 


As this country’s prosperity depends 
largely upon its agricultural exports, the 
figures relating to this department of 
foreign trade are instructive. In the 
first eight months of 1931, taking into 
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ISTITUTO ITALIANO DI CREDITO MARITTIMO 


Subscribed Capital . oscccccccccckadte 150,000,000.00 
Paid-up Capital and Reserves “ 136,484,750.00 


Resources, over “« —1,750,000,000.00 
HEAD OFFICE: ROME, 173 CORSO UMBERTO | 


Branches: ALBENGA, ALESSANDRIA, ANCONA, BOLOGNA, BOLZANO, CARRARA, 
CASERTA, CASOLI, CEREA, CESENA, CHIAVARI, CIRIE, FAENZA, FERRARA, FLOR- 
ENCE, FORLI, GENOA, IMOLA, LEGHORN, LEGNAGO, LUGO, MASSA, MILAN, NAPLES, 
NOVI PIEMONTE, OSPEDALETTI, PADUA, PESCARA, (Riviera di Castellamare), RA- 
VENNA, RIMINI, ROME, SAN REMO, SARZANA, SAVONA, SESTRI LEVANTE, SPEZIA, 

TURIN, VENICE, VERONA, VIAREGGIO, VOLTERRA. 


Telegrams: Head Office, DIRMARE, Rome; for Branches, CREDIMARE 
EVERY KIND OF BANKING BUSINESS TRANSACTED 
ITALIA-AMERICA SHIPPING CORP. - 1 State Street - NEW YORK 
American Representative 

- Fes. 1,000.000. 


AFFILIATED BANKS: Credimare 8. A., Zurich, Share Capital Paid Up Sw 
Banco Di Santo Spirito (Regionale Del Lazio). Head Office: Rome and 135 Branches 
Paid Up Lit. 30,000.000. 





over the Latium—Telegrams: 


Spirbanco. Share Capital 
Resources Over Lit. 340,000.000. 


Cassa Generale, Genoa. 


account the reduction of 27,000,000 and foreign securities, coupons and bank- 


crowns in the imports of raw materials 
for agriculture, the result was an excess 
of exports amounting to 525,000,000 
crowns, as against 623,000,000 crowns 
for the corresponding period of 1930. 
The decline is more than covered by the 
fall in prices, the volume of exports was 
considerably greater in the 1931 period 
of eight months. Recent statistics show 
that industrial production increased by 
27 per cent. from 1927 to 1930. Out- 
put per unit of labor is also increasing. 


HOLLAND 


From January to September, 1930, 
the excess of imports over exports was 
550,000,000 guilders, and 436,000,000 
for the same period in 1931. Merchan- 
dise handled at Dutch ports amounted to 
66,840,000 tons in the first eight months 
of 1930, and 56,620,000 tons in the like 
period of 1931. Receipts of the Dutch 
railways declined. from 118,700,000 
guilders for the first eight months of 
1930 to 11,300,000 guilders for the 
same period in 1931. There has lately 
been a substantial gain of gold held by 
the Netherlands Bank. The general 
banking position continues strong. 


GREECE 


The foreign exchange control regula- 
tions have been amended so as to pro- 
hibit the exportation of drachmas in 
checks or in form of credits, of Greek 
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notes, unless a special permit has been 
obtained from the Bank of Greece. 
This amendment is part of the general 
plan in behalf of drachma stability, and 
is designed to check the exports of 
drachmas, and their subsequent con- 
version into foreign exchange and 
deposit abroad, which have increased 
considerably since the enforcement of 
the foreign exchange control law of 
September 28. These regulations have 
had an adverse effect on import trade 
in general. 


JAPAN 


The financial situation in Japan is 
receiving the close attention of govern: 
ment and financial leaders. The govern- 
ment has not altered its policy of main- 
taining the gold standard but it is 
probable the policy of restricting loans 
may be modified. As part of the policy 
of protecting the exchange value of the 
currency, large shipments of gold to 
New York have been made and the 
Bank of Japan has raised its discount 
rate. While Japanese securities have 
felt the effects of the crisis and of the 
Manchurian disturbances, they have held 
up far better than the securities of many 
other countries. 


FINLAND 


In describing in detail the steps by 
which the Bank of Finland felt called 
on to suspend the operations of the gold 
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The Central Bank of India, Limited 
Bombay (India) 
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Offices in the City and various Branches in other parts of 
India, puts us in the best position to serve you. 
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standard the Monthly Bulletin, issued by 
that institution, says: “The Bank of 
Finland authorities consider that they 
are justified in assuming that the posi- 
tion in which the bank is now placed, 
will only be temporary in nature and will 
come to an end, at the latest, when the 
monetary situation can be restored to a 
normal basis in other countries. The 
efforts of the bank authorities during the 
intervening period will be directed to 
maintaining the value of the Finish 
mark. The favorable factors of the 
present economic situation of the coun- 
try provide ample grounds for the hope 
that the bank will be successful in its 
policy.” 
ARGENTINA 


For the first eight months of the 
present year the volume of exports 
shows an increase of 12,348,000 tons, 
or 72 per cent., over the figures for the 
like period of 1930, although on account 
of the fall in prices the value of exports 
was 2.4 less in the later period. In 
September the combined bank statement 
showed a considerable -reduction in de- 
posits but a marked increase in loans. 
Liabilities of failed concerns in the 
month of September were more than 
double those of September 1930. 


SWITZERLAND 


From the Geneva correspondent of 
the London Times comes the following 
information regarding the strong posi- 
tion of the Swiss banks: 

“Tt is interesting to sum up the situa- 
tion of Switzerland now, in the middle 


ot the financial crisis, when several 


countries have abandoned the gold 
standard. In a recent statement he 
made in Parliament, Federal Councillor 
Musy, chief of the Finance Department, 
clearly showed that the federal finances 
as well as the Swiss National Bank and 
big Swiss banks are all solid and sound. 
There is no question of abandoning the 
financial policy pursued during and after 
the war, and Switzerland has no reason 
for abandoning the gold standard. 

“In spite of the crisis, the financial 
situation of Switzerland is at present 
stronger than it has been for many 
years. In the first place, from 1906 to 
1930 the aggregate assets of the Swiss 
banks rose from £240,000,000 to £880,- 
000,000 (the pound being calculated at 
25 Swiss francs) and their total profits 
from £3,760,000 to £15,080,000; the 
amount the banks paid in taxation to 
the state exceeded £2,000,000 in 1929. 
Mr. Musy noted that at present the 
assets of the Swiss banks represent over 
one-third of the national wealth of 
Switzerland, which is estimated at about 
£2,000,000,000. The £880,000,000 ad- 
ministered by the banks takes the follow- 
ing forms: 

Mortgages 
Securities (Swiss Confederation, 

Cantons, Communes, bank se- 

curities ) 

Loans to municipalities 
Cash in hand 
Bills of Exchange 


£296,000,000 


60,000,000 

8,000,000 
20,000,000 
80,000,000 


£464,000,000 


“The above constitute first rate assets 
representing about one-half of the capi- 
tal deposited in the banks. Further as- 
sets are as follows: 
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Christiania Bank og Kreditkasse 


Oslo (Christiania), Norway 
Founded 1848. Telegraphic address: Kreditkassen 


First established 
private bank in 


BankINnG Business oF Every 
Norway Description TRANSACTED 


Paid up capital 
and reserve funds 
Kr. 40,000,000. 


New York Agents: 


The National City Bank of New York, Guaranty Trust Company of New York 
and Irving Trust Company 


Guaranteed accounts current. .£212,000,000 
Blank account current 36,000,000 
Correspondents’ debtors 96,000,000 


£344,000,000 


“These two totals represent together 
£808,000,000, a sum corresponding to 
the aggregate total of savings deposits, 
bank securities, and accounts current. 
Further, the private funds of the banks 
reach a sum of £160,000,000, the value 
of buildings (included in the balance- 
sheets) is £8,000,000, while fixed term 
advances amount to £48,000,000. 

“The aggregate amount of investments 
made abroad by the Swiss banks in the 
form of short and long-term deposits, of 
purchases of French francs, dollars, and 
pounds, does not exceed 15 per cent. of 
the total short and long-term invest- 
ments, while the aggregate reserves of 
the Swiss banks are £26,000,000. Mr. 
Musy is therefore entitled to declare 
that even should one take into account 
the probability of losing big sums abroad, 
the position of the Swiss banks remains 


very strong and sound, and that the 
banks of Switzerland deserve the con- 
fidence Swiss and foreign investors are 
placing in them. 

“The situation of the Swiss banks is 
closely connected with that of the Swiss 
National Bank. Recently the Swiss Na- 
tional Bank had £53,720,000 in gold 
coin and gold bars, and £19,120,000 in 
gold currencies, altogether £72,840,000, 
making possible a bank note circulation 
of £134,200,000. At the same time, 
the bank note circulation reached only 
£51,400,000, so that the bank could 
make a further issue of £82,000,000 of 
bank notes, or, by transforming foreign 
currencies into gold bars, an issue of 
£130,000,000. On September 30 the 
Swiss National Bank had a gold reserve 
of £77,970,000, of which £64,348,000 
was in gold coin and gold bars, while 
the bank note circulation was £58,479,- 
000. These figures indicate that the 
financial position of Switzerland, thanks 
to the prudence of the chief of the 
Finance Department, is very strong.” 


International Banking Notes 


HE eighth annual report of the Bank 

of the Republic, Bogota, Colombia, 

presents a complete history of the op- 

erations of the bank, covering the 
period from July 1, 1930, to June 30, 1931. 
There will also be found in the report a 
map of the country and much valuable statis- 
tical information. According to the report, 
the magnitude of Colombia's trade with the 
United States “exceeds the combined total of 
that with all other countries.” 


THE ninth quarterly report of. the technical 
adviser of the National Bank of Rumania 
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contains very full information regarding the 
operations and present position of that in- 
stitution. 


By the formation of a state industrial se- 
curities company the Banca Commerciale 
Italiana has been relieved of large holdings 
of securities of this type, thus greatly in- 
creasing the liquidity of the bank's assets. 


At the forty-third annual general meeting of 
shareholders of the Anglo-South American 
Bank, held in London October 20, the chair- 
man reported net profits at £461,383, or 
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some £30,000 below those of the preceding 
year. 


JoHN J. MEAGHER, one of the London man- 
agers of Williams Deacon's Bank, Limited, 
has retired after forty-seven years’ service 
and has been succeeded by C. H. Scott, 
former sub-manager, as manager at Birchin 
Lane. Mr. Meagher entered the bank's ser- 
vice in Manchester in 1884. 


ProFiT and loss account of the Yokohama 
Specie Bank, Limited, Yokohama, for the six 
months ended June 30, 1931, shows net profit 
for the period of Yen 5,401,791. To this 
has been added Yen 6,436,138 brought for- 
ward from the last previous account, making 
a total of Yen 11,837,930, which has been 
allocated as follows: 


To reserve fund 
To dividend 
To carry forward 


Yen 1,200,000 
5,000,000 
5,637,930 


The bank has capital of Yen 100,000,000, 
reserve fund of Yen 115,000,000, deposits of 
Yen 527,662,438 and total resources of Yen 
1,037,927,310. 


At the annual meeting of the Northern 
Bank, Limited, Belfast, directors reported net 
profits for the year ended August 31, 1931, 
of £129,252. To this sum has been added 
£48,402, making a total of £177,654, which 
has been distributed as follows: 


To dividends 
To reduction of bank buildings .. 


To contingency account 
To balance 


£72,656 
2,934 
55,000 
47,063 


The bank has paid up capital of £700,000, 
general reserve of £500,000 and special re- 
serve of £300,000, deposits of £14,146,285 
and total resources of £16,930,129. 


Report of the board of directors of Ernesto 
Tornquist & Co., Limited, Buenos Aires, 
showed net profits for the year ended June 
30, 1931, of 830,531 gold pesos, after the 
deduction of amortizations and general ex- 
penses, making allowances for doubtful debts 
and revising all security values. 

From this was paid a dividend of 6 per 
cent. of 3,000,000 gold pesos preferred 
shares and a 5 per cent. dividend on 9,000,- 


Crauelers Bank 
of 


Paris 


18 RUE DELA PAIX 
PARIS, FRANCE 


NEW YORK AGENCY 
40 WALL STREET 


000 gold pesos ordinary shares, leaving 
200,531 gold pesos. To this sum was added 
384,946 gold pesos brought forward from 
the previous account, bringing the total 
available for allocation to 585,477 gold pesos. 
The sum of 200,000 gold pesos was trans- 
ferred to the extraordinary reserve fund, 
leaving 385,477 gold pesos to be carried 
forward. 


THE Netherlands Bank N. V., Amsterdam, 
has issued in booklet form the report of its 
president and commissaries at the general 
meeting of shareholders for the period April 
1, 1930, to March 31, 1931. Profits of the 
institution during the year were £5,032,761, 
which sum was divided among shareholders, 
management and state, according to the laws 
governing the operation of the institution. 





CANADIAN 


Banking Service 
from Coast to Coast 


. its nation-wide system 
of branches, the Bank of Montreal offers American 
banks and trust companies unexcelled facilities for han- 
dling their financial transactions throughout Canada. 
Enquiries are invited, and may be addressed to any of 
its American offices or to the Head Office, Montreal. 


BANK OF MONTREAL 


Established 1817 
TOTAL ASSETS IN EXCESS OF $750,000,000 


NEW YORK: 64 Wall St. 


CHICAGO : 27 South La Salle St. 


SAN FRANCISCO: 333 California St. 


Current Conditions in Canada 


HE effects on Canada of Great 
Britain’s abandonment of the gold 
standard and the measures taken 
by the Canadian government to counter- 
act some of these effects, are explained 
in the Monthly Letter of the Royal Bank 
of Canada, Montreal, for November. 
“After Great Britain abandoned the 
gold standard,” it says, “there came a 
substantial Canadian demand for New 
York funds, and during the last month 
(October) the premium on New York 
funds has ruled from 10 per cent. to 14 
per cent. Because of this situation it 
became necessary to suspend Canadian 
gold shipments, except under license, in 
the latter part of October. The extent 
to which Canadian funds are below gold 
parity has checked imports from the 
United States and other gold standard 
countries, and tended to assist Canadian 
manufacturers. The advantages which 
accrued to Canada as a result of her de- 
$10 


parture from the gold standard have 
been accentuated by Orders-in-Council 
dealing with Canadian tariffs. 

“With British funds about 20 per cent. 
helow parity, it seemed probable that the 
Canadian market would be flooded with 
a large volume of manufactured prod- 
ucts from Great Britain. To meet these 
conditions the Canadian government put 
a dumping duty into effect which gave 
the British manufacturer about the same 
relative preference which existed when 
money conditions were more stable. Un- 
der this latest ruling the price of the 
pound for duty purposes is temporarily 
established at $4.40. If the pound 
should drop to $4.30, a ten cent dump 
ing duty would have to be paid on every 
pound’s worth of imports, in addition to 
regular rates of duty. Under this regu’ 
lation the price of British goods will not 
be disproportionately high in Canada. 

“Canadian industry has received suf: 





BANKING BUSINESS WITH BELGIUM 
BANQUE DE COMMERCE 


Societe Anonyme 
ANTWERP 


Every description of Banking Business transacted. 


Exceptional facilities and conditions for the collection and prompt remittance of docu- 
mentary items on Belgium 


Capital Subscribed . 
Capital Paid Up. 


ficient benefit from the depreciation of 
the Canadian dollar so that manufac- 
turers in other countries are taking re- 
newed interest in establishing branch 
plants in Canada. The number of in- 
quiries which have been received from 
manufacturers who are interested in 
these possibilities has increased quite 
substantially. From their point of view 
the premium on New York funds con- 
stitutes an opportunity to purchase a 
Canadian site at a lower price, and in 
terms of gold Canadian wage rates look 
more attractive than those in the United 
States. The depression in Canada has 
been held in tighter check than in other 
countries, and it is because Canadian 
business prospects seem relatively favor- 
able that foreign firms are so much in- 
terested at the present time.’ 


BUSINESS STRUCTURE STRENGTHENED 


The Canadian business structure was 
strengthened during October, according 
to the Monthly Commercial Letter of 
the Canadian Bank of Commerce, To- 
ronto. “While production activity in 
several major industries declined, partly 
as a result of seasonal factors, this was 
overbalanced by gains in certain lines of 
business, and by upward price move- 
ments in some agricultural products, 
which more than offset losses in others; 
there is also to be taken into account the 
tonic effect on business generally that 
may be expected as a result of the re- 
cent elections in Great Britain.” 

The Monthly Commercial Letter re- 
ported operations of the steel mills in 
Sentember as at the lowest level since 


Frs. 60.000.000 
Frs. 41.000.000 
Frs. 21.500.000 


Branches: 
BRUSSELS OSTEND 


CORRESPONDENTS 
AT ALL BANKING POINTS 


August, 1925, and the output of auto- 
mobiles as also comparatively small, but 
added that any change in November 
would be in the nature of an improve- 
ment. 

“Construction contracts awarded dur- 
ing October were slightly below those 
reported in September, but if the figures 
for the two months are combined and al- 
lowance made for the present lower cost 
of construction more work has been con- 
tracted for than in the corresponding 
period of 1930, the full influence of 
which is only now being felt. Inci- 
dentally, it may be mentioned that be- 
cause of the special character of the 
work, some of the construction programs 
undertaken to relieve unemployment are 
not included in the contracts reported, 
upon which the foregoing analysis is 
based. Contrary to the usual tendency, 
the production of newsprint turned up- 
ward during September and, therefore, 
the seasonal improvement in this indus- 
try was earlier than is customary; whether 
this betterment continued in October will 
not be known until about mid-November, 
but some favorable reports have been 
received from the bank’s branches in the 
newsprint mill districts. On the other 
hand, there is nothing but continued de- 
pression to record in lumbering, for pro- 
duction in the principal areas has fallen 
steadily, although there are better pros- 
pects in some foreign markets. 

“Railway freight trafic improved 
October over the preceding month, con- 
sequent upon larger grain deliveries in 
the Prairie Provinces and the continua- 
tion of seasonal buying by the general 
public ™ 
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THE MERCANTILE BANK OF INDIA LIMITED» 


Head Office: 15 GRACECHURCH STREET, LONDON, E.C.3. 


Capital Authorized 
Capital Paid-up 


Reserve Fund and Undivided Profits 
BANKERS :—Bank of England; Midland Bank Limited 
Branches and Agencies in India, Ceylon, Burma, Siam, Straits Settlements, 
China, Port Louis, Mauritius and Dutch East Indies 
The Bank buys and sells Bills of Exchange, Lao Letters of Credit and conducts every description 


of Banking Business in connection with the E 
Fixed Deposit rates will be quoted upon a 
On current accounts interest is allowed at 
terest for the half year amounts to £1. 


NATIONAL SERVICE LOAN 


The Bank of Montreal, in its Business 
Summary of November 23, reports the 
announcement of the $150,000,000 Na- 
tional Service Loan issued by the Do- 
minion government to meet domestic ob- 
ligations as the principal financial event 
of the month. The original period fixed 
for subscriptions to be open was No- 
vember 23 to December 12, but by No- 
vember 30 the loan had already been 
oversubscribed and the books were closed. 

“This issue,” the Summary explains, 
“is offered in 5 per cent. bonds of two 
maturities, the price of five-year bonds 
being 991% and accrued interest, and of 
the ten-year bonds 99 and accrued in- 
terest.” 

Wholesale and retail business present 
no new features, the Summary says. 

“The mild weather of the month has 
been of advantage to building under- 
takings, to navigation and to farmers, 
permitting the latter to complete fall 
ploughing and keep their herds in pas- 
ture. On the other hand, buying of 
winter goods has been deferred. The 
reopening of the Canadian Pacific Rail- 
way shops on November 17 affords em- 
ployment to some thousands of people 
who had been out of work for several 
weeks, and will help retail trade in the 
cities in which these shops are situated. 
The latest estimate of the field crops of 
Canada places this year’s yield of wheat 
at 298,000,000 bushels, an increase of 
26,600,000 bushels over the September 
estimate, but 100,000,000 bushels less 


New York Correspondent: BANK OF MONTREAL 


peatien. 
per cent. per annum on daily balances, provided accrued in- 


JAMES STEUART, Chief Manager 


£3,000,000 
£1,050,000 
£1,666,845 





than the crop of 1930. All this wheat 
was produced in the three Prairie Prov- 
inces, with the exception of 19,000,000 
bushels grown mainly in Ontario. The 
crop of coarse grains was also consider- 
ably smaller than last year. An upward 
turn in the price of wheat has come, the 
market quotation having risen about 15 
cents a bushel within a few weeks, a 
movement that has quickened market- 
ings and infused a more hopeful feeling 
in western business circles. Dairy farm- 
ers have had a good season in point of 
production, exports of cheese from 
Montreal to a recent date having been 
863,978 boxes against 804,716 boxes for 
the full year 1930, and of butter 152,- 
878 boxes against only 163 boxes in 
1930. 

“While transportation companies have 
been hit this year by reduced commodity 
movement on land and water, grain ship- 
ments from the port of Montreal have 
been about 10,000,000 bushels in excess 


of those of last season, many tramp 


steamers having engaged in the trade. 
Ocean freight rates are relatively low, 
and with scant inward cargoes, business 
has not been satisfactory. Importations 
of British anthracite at Montreal have 
not been as large as expected when the 
embargo was placed on Russian coal, the 
amount brought in during the last six 
months, 646,997 tons, being only 2735 
tons in excess of last year when 194,168 
tons of Russian coal were imported. An 
increase of 54,642 tons in the quantity 
of anthracite coal imported from Ger’ 
many is a feature in this trade.” 
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This Directory lists the important banks in every country 
and section of the world. They are arranged, first, alpha- 
betically according to countries. 


A Special Feature 


When you turn to any country in this Directory you find 
in those pages, without turning to any other place in the 
book, all of the important banks in that country. 
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As this Directory is published in the United States, it 
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Bank Secondary Reserve 
and Investment Policies 


By 
PAUL M. ATKINS 


During the past few years there has 
been a rapidly growing interest in 
bank secondary reserves and much 
attention is now being given the sub- 
ject at bankers’ conventions and in 
banking periodicals. 


The present volume is the result of a 
persistent demand for authoritative 
information on this problem—a book 
designed to be of practical helpfulness 
to executives charged with investment 
responsibilities. 


The author, Dr. Paul M. Atkins, 

has been making a study of this sub- 

ject for a number of years and this 

volume embodies the results of his ; 

interview of some three hundred ba ne agg oe cg ng od 
different bankers, many of whom con- Size and Composition of a Primary 
tributed data based on their own ex- Size and ‘Composition of a Second- 


. ary Reserve 
perience. The Investment Account of a Bank 


BANKERS PUBLISHING COMPANY 
71 Murray Street, New York, N. Y. 


Please send me, postpaid, a copy of * ‘Bank Secondary Reserve and Investment 
Policies. ™ I agree to remit $2. 50 within five days or return the book. 





How Banks Are Advertising 


A Monthly Review of Current Financial Publicity 


DECEMBER, 1931 


“READ ALL OR NONE” ADVERTISE- 
MENT AROUSES MUCH INTEREST 


tisement attracted more 

wide-spread attention 
or stirred up more favorable 
comment than that published 
on October 15 in a St. Louis 
newspaper by the Mercantile- 
Commerce Bank and Trust 
Company of that city. The 
advertisement is reproduced 
on this page. 

The advertisement bore 
the heading “Read All of 
This—or None” and there is 
much evidence that “all” was 
read, for the bank has re- 
ceived hundreds of requests 
for reprints of the advertise- 
ment, and, in all, has given 
away more than 21,000 
proofs to business firms, in- 
vestment houses, insurance 
companies, banks and Better 
Business bureaus. 

The advertisement repro- 
duced verbatim an editorial 
which appeared in Harper's 
Weekly on October 10, 
1857, describing the gloomy 
economic condition of that 
period. When one began to 
tead, his first impression was 
that present-day conditions 
were being described and 
that any institution bold 
enough to publish such a 
pessimistic picture should be 
severely criticized. But, 
warne’ by the heading to 
“read all—or none,” the 
reader soon discovered that 
he ha been reviewing the 


G seen has an adver- 


economic disturbances of 
1857 instead of 1931—and 
the similarity is positively 
uncanny—and that below the 
seventy-four-year-old edito- 
rial was the assurance that 


seventeen months after the 
article was published, busi- 
ness was back at normal. 
The copy further emphasized 
the fact that every depres- 
sion has been followed by re- 
covery and an era of pros- 
perity. 

The psychological reaction 


Read All of This 


—or None 


Ik 1S a gloomy moment in history. Not for 
many years ~ not in the lifetime of most men 
who read this paper — has there been so much 
grave and deep a ; mever has the 
future seemed so incalculable as at this time. 
In our own country there is universal com- 
mercial prostration and panic, and thousands 
of our poorest fellow citizens are turned out 
against the approaching winter without em- 
ployment, and without the prospect of it. 


In France, the political caldron seethes 
and bubbles with uncertainty; Russia hangs. 
as usual, like a cloud, dark and silent upon 
the horizon of Europe; while all the ener- 
gies, resources and influences of the British 
Empire are sorely tried, and are yet to be 
tried more sorely. in coping with the vast 
and deadly Indian insurrection. and with 
its disturbed relations in China. 


It is a solemn moment, and no man can 
feel an indifference (which, happily, no man 
pretends to feel) in the issue of events. 


Of our own troubles no man can see the 
end. They are, fortunately, as yet mainly 
commercial; and if we are only to lose 
money, and by painful poverty to be taught 
wisdom — the wisdom of honor, of faith. of 
sympathy and of charity — no man need seri- 
ously to despair. And yet the very haste to 
be rich, which is the occasion of this wide- 
spread calamity, has also tended to destroy 
the moral forces with which we are to resist 
and subdue the calamity. 


Good friends~ let our conduct prove 
that the call comes to men who have large 
hearts, however narrowed their homes may 
be; who have open hands, however empty 
their purses. In time of peril we have noth- 
ing but manhood, strong in its faith in 
God, to rely upon; and whoever shows him- 
self truly a God-fearing man now, by help- 
ing wherever and however he can, will be 
as blessed and beloved as a great light in 
darkness. 


Now comes the remarkable fact. What you have just read was not written 
yesterday, about the conditions of today ~ but is a verbatim reprint of an 
editorial which appeared in Harper's Weekly on October 10, 1857. 


1857 . . . the same year that saw the opening of the bank which is now called 
“Mercantile-Com: 


merce.” July of that year was normal. Septem! 
. This editorial appeared in October. Seventeen 


the beginning of 


ber marked 


months later, in March of 1859, business was back at normal again 

“Of our own troubles no man can see the end.” They said it in 1857. 

and it has been said many times, before and since. Depressions have 

occurred in American business since the Revolutionary War, and every 
unending. 


‘one has looked black, and seemed 


Every one has been followed by recovery — and prosperity. 


Mercantile- 


Commerce 


Bank and Trust Company 
Locust ~ Eighth ~ St. Charles 
Saint Louis 
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“LARGE ENOUGH TO SERVE ANY «» STRONG ENOUGH TO PROTECT ALL” 


Letters of approval from all over the country and requests 
for proofs and permission to reprint this advertisement 


followed its publication in a St. Louis newspaper. 


Plenty 


of proof that readers followed the first suggestion pre- 


sented in the heading, and read “all.” 


In addition to its 


unusual context, the advertisement is worthy of note also 
for its typographical excellence. 
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Complete Banking Service 
in Your Neighborhood 


Nine branch offices, located in growing business 
and residential communities, bring to you the same bank- 
ing service afforded by our main office. 


In reality, each branch is a complete banking insti- 
tution. Each is adequately equipped to make loans, ac- 
cept deposits and give investment advice. Each places at 
your command the full facilities provided by our Foreign 
Department, our Research ent, our Travel 


Bureau, our Trust Department and our Savings Depart- 
ment. 


No matter what your banking needs may be, any of 
our branch Managers will welcome your inquiry. 
Make Our Nearest Branch YOUR Bank” 


ALGIERS BRANCH HOLMES STORE BRANCH 
.W. WALT, Mer 
129 Bovicbon Se 
INDUSTRIAL BRANCH 
‘VM. WHEELER, Mgr 
Se Claede Ave and France Se 
DECATUR ST. BRANCH 
A © SCHIRO, Mgr 
1100 Decamer Se Magasine and Gen. Pershing Sex 
DRYADES ST. BRANCH MID-CITY BRANCH 
PB RUELLO, Mer BB HANNA, Mer 
Diyader ond Melpemene Sau Canal Se and Carrothon Ave, 
ST. CHARLES AVE. BRANCH 
G ROUSSEL, Mer 


HIBERNIA BANK & TRUST COMPANY 


CARONDELET, GRAVIER AND UNION STREETS 


An interesting example of branch bank advertising run 
in local newspapers by a New Orleans trust company. 
Layout and plentiful use of white space are particularly 


good. Note, too, that the name of the manager of each 
branch is given. 


of the reader, after being 
given a sort of mental jolt, 
evidently was pleasing, for 
complimentary letters by the 
score have been received by 
the MercantileCCommerce 
from all points of the com- 
pass and from nearly every 
state in the Union. Not 
only was there loud praise 
for the optimism that the ad- 
vertisement had spread, but 
there were hundreds of re- 
quests for reprints of the ad- 
vertisement to be distributed 
to the public, still other re- 


quests for reprints of the ad- 
vertisement to be distributed 
to the public and still other 
requests for permission to re- 
produce the advertisement. 

One large shoe firm bought 
225 copies of the newspaper 
in which the advertisement 
appeared and asked for 100 
more reprints for distribution 
to its salesmen and dealers. 
Several banks in widely scat- 
tered sections asked for per- 
mission to reprint the mes- 
sage in their local news- 
papers. Three banks in a 


— 


town in Illinois ran a full- 
page reproduction in their 
home newspaper, giving 
credit to the Mercantile 
Commerce Bank and Trust 
Company. A minister in the 
same city used the advertise. 
ment as the text for a ser 
mon. 

Other banks used the copy 
for window displays or for 
posting on bulletin boards. 

One Chamber of Com 
merce in an Illinois town re 
quested copies to send to all 
its members, and an engraver 
reprinted the advertisement 
as a mailing piece. 

The manager of a hotel in 
Oklahoma saw a chance to 
increase optimism so he wrote 
for copies for distribution to 
customers who proved them- 
selves to be pessimistic. He 
wrote, “I have a little or 
ganization of my own 
known as ‘Heads Up and 
Chests Out,’ and this pam: 
phlet will be a little help to 
me in spreading optimism.” 

An Iowa business man ay 
serted that “if all institu 
tions were doing their part 
in promoting inspirational 
thoughts, as you have, in the 
writer's opinion, this depres 
sion would be a thing of the 
past right now.” 

A county superintendent 
of schools saw an opportu 
nity to use the advertisement 
in his schools in conjunction 
with the teaching of history 
prior to the Civil War, and 
asked for 100 copies. 

A stove manufacturer 
thought so much of the 
sentiment in the advertise 
ment that he used reprints 
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for mailing with his cata- 
logue and reserved several 
copies to be distributed to 
workers in a charity drive at 
the conclusion of a campaign. 

While it was the ordinary 
practice for banks to request 
permission to reproduce the 
message in their local news- 
papers, One newspaper rep- 
resentative wrote for copies 
to be presented to the bank- 
ers in his town. 


DOBBIN WAS 
A DEMON 


There was universal praise 
from bankers. One of them 
experienced the same sort of 
reaction that many readers 
did before they had read all 
of the advertisement. This 
banker said: “When I 


started to read your adver- 


ET it took Jeremiah Jones the 

best port of o day to drive 
to the Williamsburgh and home 
again . . . But Jeremiah knew 
his money was safe ond the 
long journey was worth while. 
Thot was in 1852... 


TODAY... 


tiement the thought ran 
through my mind to write 
you a letter criticizing you 
for broadcasting such pessi- 
mistic sentiment, but later 
when I read the italics that 
it appeared in Harper's 
Weekly, October 10, 1857, 
I got a different viewpoint.” 

Another banker had this 
to say: “I have read your ad 
with great interest. It is un- 
fortunate that a great many 
of our people seem to have 
lost faith in the stability of 
the United States as a whole, 
as evidenced particularly at 
this time by their lack of 
confidence in our financial 
institutions.. It is to be 
hoped that this lack of con- 
fidence, in most cases wholly 
unwarranted, may be speedily 
ed.” 


restor: 


A speaker addressing a 
meeting in a Texas city used 
a copy of the advertisement 


Modern rapid transit has 
replaced Dobbin and from 
any part of Brooklyn the 
Williamsburgh is easy to reach. 
In a few minutes the subway, 
elevated, and the L. |. Railroad 
will bring you to our door. 
You can conveniently keep your 
savings in this big Mutual Savings 
Bank, the fourth largest in Amer- 
ica, with assets in excess of 
230 million dollars. 


» WILLIAMSBURGH 
‘SAVINGS BANK 


Hanson and Ashland Places 
Broadway at Driggs Avenue 


Brooklyn, N. Y. 


MONDAYS UNTIL 7 P.M. 


The old-time illustration and alliterative 
heading are certain to call attention to 
this advertisement of a Brooklyn, N. Y., 
savings bank. Old-fashioned illustrations 
are used regularly by several commercial 
banks of New York to emphasize their 
age, but this is, we believe, the first in- 
stance of their use by a savings bank. 


to illustrate his talk and told 
his audience where copies of 
it might be obtained. 

And so it went, virtually 
every letter praising the ad- 
vertisement as “one of the 
best things that has appeared 


in the press,” or as “de- 
cidedly the best thing I have 
seen along this line,” and 
wishing that “more propa- 
ganda of this kind could 
be spread throughout the 
United States.” 
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“It is not often,” says the 
bank, “that a piece of copy 
strikes such a_ responsive 
chord as this one did and 


that business firms clamor 
for the privilege of spread- 
ing your name among their 
friends and clients.” 


HOW BANKS ARE ADVERTISING 


Memeers of the Tilghman 
Moyer Company, architects 
and engineers of Allentown, 
Pa., have written a series of 
ten articles, designed to 
maintain confidence in the 
banks of that city, which are 
being published in Allen- 
town newspapers under the 
signature of the Clearing 
House Association of that 
city. 

Subjects covered include: 
an introductory article; 
Knowledge of Banking Stab- 
ilizes a Community; The 
Depositor’s Agreement with 
His Bank; The Borrower's 
Agreement with His Bank; 
What the Bank Does with 
Its Profits; The Bank’s Stock- 
holder and His Duties; The 
Stockholder’s Pledge to Al- 
lentown; Where the De- 








This Business of Banking 
4 





Bers pctmnestly s vine tanto, 

this business of hanking 
It expedites and makes secure the 
modities. It provides 
” ny b- 
s channels. It t to» 
tal resourees of the 
es them available to 








It provides, through its Trust De- 
partment, service in handling all types 
of property —both under wills and under 
agreements of trust 





The CITIZENS BANK ~in render 
ne her 





sense ot respnoubelity for main 
scrupulously safe standarde of he 





CImizens! uuross BANK 








Head Office: Spring Street ot Fifth 





positor’s Money Is Placed; 
What Bank Deposits Do 
for the Community; Better 
Times and What Will Bring 
Them. 

The Tilghman Moyer 
Company will send copies of 
the articles, with permission 
to use them, to banks which 
would like to use them for 
a similar purpose. 


On this page are reproduced 
three advertisements of the 
Citizens National Trust & 
Savings Bank of Los Angeles, 
in each of which a subtle 
suggestion is presented in the 
hope that “an occasional 
reader, at least, might catch 
the idea and think a little 
straighter.” 

E. C. Anderson, advertis- 
ing manager of the bank, 


Your Bank Balance 
= 
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writes concerning these ad- 
vertisements: 


“Certainly there is noth- 
ing spectacular about them. 
Their typography is modest 
enough. But back of them 
there was a reason. Banks 
have rather generally faced 
problems during the last year 
of saying to the public things 
which should be said, yet 
which they have hesitated to 
say, lest they be misunder- 
stood. 


we 


Your Bank Balance’ was 
obviously aimed against a de- 
clining tendency in deposits, 
with a less obvious hint to 
customers who expect full 
accommodation on _ inade- 
quate balance. ‘This Busi- 
ness of Banking’ was purely 
a bid for good-will, at a time 
when general criticism of 
our banks was all too com- 
mon. ‘Your Bank Account’ 
attempts to suggest that the 
depositor owes something to 
the financial stability of his 
community, that the bank is 
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A WELL-MAINTAINED 
checking account is both a con- 
venience and a protection. 

Your money in the bank is the 
one asset on which you can rely, 
for instant use, and always with- 
out depreciation. 

Good judgment dictates that 
you shall accumulate property. 
But it also dictates that you 
should first accumulate . . . and 
maintain...a comfortable balance 
in the bank. 


Any affcer af this bank will be lad t 
dracuss your banking needs with yi 
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Head Office Sprig Street ot Fifth | 























YOUR individual bank account 
is not merely a reserve on which you 
can call at any time. It is a part, also, 
of the the reserves of the community 
in which you live. It is a part of the 
financial and commercial life of your 
city. The wealth of Los Angeles is the 
combined wealth of hundreds and 
thousands of men and women, mer- 
chants and manufacturers 





Your bank is a great central ex- 
change, operating to serve the com- 
munity. Operating with conscientious 





regard to the safety of the funds en- 
trusted to it; with alert readiness to 
extend to deserving bysiness enterpnse 
the credit which that volume of en- 
trusted funds places in its hands 








CITiZens 124 BANK | 


Head Office Spring Street ot Fitth | 














a. | 

















L 








A group of three advertisements published by a Los Angeles bank in an effort to convey subtle 


suggestions to the readers in addition to those definite ideas brought out in the text. 


The idea 


behind these advertisements is explained in the text on this page. 
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but the means of financial 
service to the community. 
“The copy goes no further 
than to throw out a sugges- 
tion in each case; it has 
seemed necessary to hope 
that an occasional reader, at 
least, might catch the idea 
and think a little straighter.” 


AN innovation in direct- 
mail advertising is being 
tried out by the Birmingham 
Trust & Savings Company, 
of Birmingham, Ala., in a 
series of trust letters being 
sent out to its regular trust 
mailing list. The name and 


address of the recipient is 
printed as part of the saluta- 
tion in the same type as that 
used in the body of the let- 
ter, and the name and ad- 
dress are also printed on the 


envelope. The bank believes, 
and rightly, that highly in- 
dividualized letters such as 
these are will receive consid- 
erably more attention than 
the same letters without the 
printed name and address. 
There are few people, even 
among those eligible for trust 
service, who do not relish 
seeing their names in print. 

The first of the letters 
went out in November so 
that it is impossible at this 
time to gauge the success of 
the series, but it is expected 
that the added attention re- 
ceived by the letters will 
make the extra printing costs 
well worth while. (There is 
no trick to the printing, by 
the way; the four extra lines 
needed for each name, ad- 
dress and salutation are set 
up and dropped into proper 


The Middle Road Usually is Best 
When Purchasing Securities 


HAT road to take, or what to buy, is the problem 
confronting many investors when they have avail- 


able funds. This has been especially true during the past 
several months when new values apparently are being 
established for many types of securities. 

In deciding what road to take in investing your funds 
it is well to carefully consider your particular require- 
ments, then rely to « large extent on the 

of your investment banker as to the securities best suited 
to your individual needs. 

For the majority of investors we recommend the middle 
toad between the uncertainties and disappointments of 
unwise speculation, and reduction of income through 
unnecessarily low interest recurn. 

lt is possible to purchase “middle road” securities under- 
written and offered for sale by reliable investment bankers, 
that afford a high degree of safety, 2 sufficient degree of 
marketability, and « satisfactory income from the investment. 
Officers or representatives of the Company will be glad to 
recommend securities of this type for your consideration. 


st 
FIRST mn COMPANY 
—— peo 





ee 


The chart showing the ups and downs 
of investments is an attention-getting 
feature of this advertisement of a 
St. Louis investment company. The 
black background of the chart makes 


the advertisement 


stand out on a 


newspaper page. 


position for the printing of 
each individual letter.) 

Even without the added 
interest of the printed name 
and address, the first letter of 
the Birmingham Trust & 
Savings Company is worthy 
of attention. While over- 
elaboration has been avoided, 
no expense has been spared 
in the matter of paper and 
typography, items which this 
department feels are particu- 


larly important in trust liter- 
ature. 

The first letter is in the 
form of a four-page folder, 
the letter occupying the first 
and third pages. The second 
and last pages are left blank. 
Page size is 7 by 10 inches. 
A very light tan deckle-edge 
paper is used and the letter 
is printed in black on a tint 
block of a tan slightly deeper 
than that of the paper. At 
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Aunt Mary’s 
money comes in 
every month 
just the same 


wo or three years ago, when many people 

were riding the wave of easy money, those 
whose resources were represented by regular in- 
comes from trust funds, felt at times that they 
might be missing opportunities. 

It was only natural. For all over the land 
family conversations were apt to run like this: 
“*It’s ashame, Aunt Mary, that you can’t touch 


your money. You certainly ought to be in on 
this. It’s good.”” 


Time has since turned the wheel. In these 
days of stern retrenchment, the patronizing at- 
titude has turned to envy. When Aunt Mary 
says placidly: “*My money comes in every 
month just the same,”’ these same relatives now 
appreciate the security of a trust fund income. 

No one can foretell what the future holds. 
When families are to be provided for, nothing 
is so time-proof as a regularly continued income. 
We will be glad to discuss how such trust ar- 
rangements can fit your particular needs. 


BALTIMORE 4 TRUST 
COMPANY jm =: 


RESERVE 
Capital and Surplus $10,500,000 SYSTEM 


The regularity of income from a trust fund is 

brought out in this well gotten-up advertisement 

of a Baltimore bank. The heading is particu- 
larly good. 


the top of the first page is re- a facsimile of the signature 
produced a small etching of of the bank’s trust officer. 
the entrance to the bank, The letter reads: 

and below it the name of the A number of years in the 


bank, city and state. field of trust work have con- 
: we vinced me that some men and 
The letter itself is in reg’ women still regard trust service 


ulation correspondence form, as an_highly-efficient financial 


with the date at the right machine, with very little of the 
> “human” element about its 


the name and address of the  gmoothly-geared cogs. 
recipient at the upper left Such a viewpoint is erroneous, 


and the salutation. “Dear but not one difficult to under- 
: stand. Frequently discussions 


Mr. Doe.” It is signed with relative to trust work—and much 


of the printed matter—dwell at 
length upon the economy and 
safety of placing one’s estate in 
trust. Little is said about an- 
other side which we at the 
Birmingham Trust _ consider 
equally as important—the per- 
sonal relationships thus estab- 
lished between the bank and its 
beneficiaries. 

Observations of this sort have 
prompted me to write a series 
of letters, of which this is the 
first, to a limited number of per- 
sons interested in estate con 
servation. These letters will dis- 
cuss intimate phases of trust 
work, in a manner which I hope 
you will find both interesting 
and enlightening. 

No man would be content in 
the belief that his wife and 
children might experience any 
unhappiness in their contacts 
with a corporate trustee. No 
woman would welcome the 
thought that some cold, impartial 
organization would manage her 
financial affairs. Mothers, espe- 
cially, like to feel that there is 
someone to whom they can turn 
for sympathetic understanding 
and assistance. 

These intangible aspects of 
trust work are deeply instilled 
in every member of our trust 
department personnel. The great: 
est happiness we experience is 
our frequent opportunity to be 
of some service to beneficiaries 
who approach us with their per’ 
sonal problems. 

The stress of present condi- 
tions, and the resultant shrink: 
age in many estates, has in- 
creased the popularity of trust 
plans throughout the country. 
Men and women alike are mak- 
ing a closer study of trust service 
to ascertain how it can be profit’ 
ably applied to their individual 
requirements. 

May we have the pleasure of 
discussing this more explicitly 
with you, at some convenient 
time? 


DuRING a campaign being 
put on in November by em’ 
ployes of the Spokane & 
Eastern Trust Company, of 
Spokane, Wash., to rent 
safe deposit boxes, the bank 
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displayed a giant key to an 
old-fashioned strong box, a 
relic of early banking days. 
The box was taken to Spo- 
kane ninety-nine years ago 
by the grandfather of Joel E. 
Ferris, president of the Spo- 
kane & Eastern Trust Com- 
pany. The trip was made 
by covered wagon from east- 
ern New York to the Ohio 
River and then by flatboat 
to the State of Illinois. The 
key is nearly ten inches long 
and weighs half a pound. It 
furnished a striking contrast 
to the present key used in 
opening the modern safe de- 
posit box. 


THE New York Times has 
announced a typographical 
contest, with three prizes, of 
$100, $50 and $25, for the 
best single column news- 
paper advertisements 14 to 
100 agate lines in depth, on 
any practical subject de- 
signed for general display in 
the Times. The purpose of 


the competition is to develop 
the typographical possibilities 
of small newspaper adver- 
tisements in the interest of 
the vast number of businesses 
which can use this form of 
publicity effectively. The 
contest closes January 31, 
1932. 


THE Pacific States Savings & 
Loan Company, of Califor- 
nia, makes a special effort to 
have its window displays 
timely. Thus, coincident 
with the release of Stuart N. 
Lake’s new book, “Wyatt 
Earp: Frontier Marshal,” it 
exhibited in its down-town 
Los Angeles window, relics 
of this peace officer of the 
old days, along with pictures, 
documents and other souve- 
nirs of the Old West. For 
this window the company 
borrowed material and pic- 
tures from friends and asso- 
ciates of Wyatt Earp. The 
history of each article in the 
exhibit was outlined on an 
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explanatory card attached to 
it. The advertising consisted 
of a brief paragraph on the 
central copy card: “Before 
the smoke of these frontier 
guns had cleared, this pioneer 
institution was already serv- 
ing the people of California; 
playing its own part in the 
economic fulfillment of the 
West.” 

The company has had a 
number of window displays 
dealing with pioneer days in 
the West, and all of them, 
as did the one described 
above, have drawn large 
crowds. 


A SERIES of small folders 
each containing a story based 
on an actual experience of 
the Provident Trust Com- 
pany of Philadelphia, has 
been published by that bank 
in promoting its trust service. 
The folders are a forerunner 
of a large trust booklet con- 
taining “True Stories of Ten 
Estates.” This booklet is 


This window display of the Pacific States Savings & Loan Company of California 
was timed to appear at the time of the publication of a new biography of Wyatt 


Earp, about whose career the display was built. 


Advertising is limited to the center 


card, which emphasizes the age of the company. 
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Turning the page one finds 
on the left a line drawing of 
a young boy, printed on 
white coated paper and 
tipped in. There are some 
two and one-half pages of 
copy, as follows: 


Abner Lakin, a widower of 
50, with a son aged 10, came to 
us asking in what securities he 
should invest $40,000. His son, 
he explained, was to receive the 
income under the terms of a will 
which Mr. Lakin himself had 
drawn up. Mr. Lakin asked us 
what we thought of this plan 
for protecting his son. 

ee * 


“Protection for your boy is 
uppermost in your mind,” was 
our comment. “But your son 
is a minor. Therefore it will be 
necessary, under your will, for 
the court to appoint a guardian, 
not of your choice. 

“We recommend, as a better 
plan, that you empower us as 
executor and trustee to use the 
income for your boy's education, 
maintenance and support. This 
will do away with the necessity 


Why" Mrs. Williams came to the Fidelity Union 
- » » @ true happening in one of Newark’s Large Department Store Restaurants 


“ money has just been left to me”, Mrs. Williams said to our Trust Officer, “ond | wont 
you to take it ond manage it tor me. A stranger went out of her way recently to advise 
me to come to you— 

“You see, it was like this—1 wos having lunch downtown. A lady came in ond 
wos. put ot the same toble. ‘My’, she said, ‘is it olways os crowded os this here | could 
see she was @ stranger and olter awhile asked her why she had come to Newark. 

“1 used to live here’, she told me, ‘and still come here once or twice @ yeor to see 
the Fidelity Union. They handle my offeirs and have for years. When my father died, 

it seemed tho! everyone had o differen! dea abou! what | ough! to do And finaity 

somebody suggested | ought to see the Fidelity Union. | put my securities on de- 
posit with them, and the answer is that | have been living in comfort ever since’ 

“I looked at hér in amazement. ‘Why’, | said, ‘It's strange my meeting you here 
todoy | hove jws! recerved some money trom my tothe: » estate, and ity hysbond 
and | have been wondering wha! to do’” 

. 


Perhaps you Neve rome buemers problem connected wth on ewate you wovld core 0 


yo ever wih ue NN may be row own estate pons under row will M may be some enue 
ef which you are executor or 0 beneficiary lM moy be Gn ievestment matter, oF the mr 
pecuon of some proverty We cordially invite you fo call or to write 
Ove meet sernices ore etowc — not cut ond dried ov by rule of thumb They ore mon 
aged by © Owectors Tivit Committee, and under ow pion 2och evtote 1s mdendvathy 
rected by on Officer of the Compeny This ie true regerdigns of it use 


Telephone MArbet 2.5800, Extension 149, for o representative to coll 


FIDELITY UNION 


TRUST COMPANY 
Member Federal Reserve System 
NEWARK, NEW JERSEY 


Though it is not specifically addressed to 
women, this advertisement is directed to them 


in illustration, heading and context. 


One more 


example proving that bank advertising need not 
be stilted. 


mentioned in each of the 
small folders as follows: 

“This story, based on ac- 
tual experience, is taken from 
our booklet, ‘True Stories of 
Ten Estates,” actual cases 
which have been changed 
only in unessential details to 
avoid any violation of con 
fidence. Shall we send you 
a free copy?” 


The folders are very at- 
tractively gotten up. They 
are printed. on rough paper, 
a different color paper being 
used for each folder of the 


group. For instance, the 
folder entitled “That Boy of 
Yours” is printed in black 
on red paper, with the bank’s 
seal and left-hand margin in 
a darker shade of red. 


and expense of having a guar- 
dian appointed, as required by 
your present will. We want to 
become acquainted with your 
son so that he will be cared for 
by persons he knows and trusts.” 

“t hadn't thought of that. 
What should I do?” 

7 

“First let’s go to your lawyer, 
talk over your plans for pro- 
tecting your young son before 
the lawyer draws your will. 
We'll be glad to advise you on 
your investments—but what you 
most need is a trust agreement 
to protect that boy of yours un- 
til he is of age.” 


How about your estate plans? 
Have you talked them over with 
estate experts? Is your future 
executor and trustee acquainted 
with your affairs and your heirs? 
Our officers are always available 
for consultation. 


The other folders are 
similar in design, but each 
carries a different: story of 
the bank’s trust service. 





Since BGI 
abank for 
bankers 
s 


Capital and Surplus 
S33.000.000.00 
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Three Years of Personal Loans 


By Frep C. CLIFFORD 
Manager Personal Loan Department, First Wisconsin National Bank, Milwaukee 


ORE than 7300 persons have 

borrowed $1,800,000 under the 

personal loan plan of the First 
Wisconsin National Bank, Milwaukee, 
since it was established in October, 1928. 
The average loan on the books today is 
for $242, and while the purposes for 
which the money is needed vary some 
with seasonal requirements, the three 
principal reasons for borrowing are: 

1. Consolidating accumulated bills. 

2. Consolidating or refinancing other 
loans. 

3. Expenses incurred by illness or 
death. 

Right now we are making a number 
of loans to people who want to put in 
their winter’s supply of coal. There are 
some for getting the house in shape for 
winter, though there are usually more 
for home repairs and modernizing in the 
spring. Last month it was school ex- 
penses—tuition, supplies and clothes, 
and soon it will be taxes. In the sum- 
mer many people borrow for vacation 
expenses. 

Our department is a lot like a small 
bank. Our depositors are the people 
who are repaying their loans by small 
regular deposits in special savings ac- 
counts. We pay them the same interest 
on these deposits that we pay on regu- 
lar savings accounts. Our loans run 
from small amounts of about $50 to 
$500, which is the iargest loan we make 
under our plan, but three-fourths of 
them are for amounts from $100 to $300. 
Apparently no occupational or income 
group is exempt from occasional emer- 
gencies, for our list of borrowers in- 
cludes almost every social stratum from 
laborers to prominent professional men 
and from stenographers to their vice- 
president superiors. The average yearly 
income of a group recently analyzed was 
$2300. _The lowest was $784 and the 
highest $7500. 
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The largest number of borrowers 
seem to be office workers: they comprise 
30.5 per cent. of the total. The dis- 
tribution by occupation is as follows: 


Per cent. 


Business and professional people 13 
Office workers 

Public employes 

Sales people 

Skilled trades 

Unskilled workers 


Of the loans in this group, 40 per 
cent. were for the purpose of paying up 
accumulated bills, some of which had 
piled up on account of illness and some 
because of reduced. employment or in- 
come. Twenty per cent. were for re- 
financing other loans and 13 per cent. 
for doctor and hospital bills. This fall 
we have made a number of loans to per- 
sons who plan to use the money to help 
some member of their family who is un- 
employed. 


DELINQUENTS LOWER THIS YEAR 


It is especially interesting that our per- 
centage of delinquents is even lower than 


usual this year. We were well pleased 
last year with the very low figure of 
1:11 per cent. This year it is only .84 
per cent. We feel this is the result of 
several things. For one thing, people in 
general are taking all obligations a great 
deal more seriously this year than they 
have for a long time. Furthermore, we 
have a very efficient system of follow-up 
if borrowers let one payment go by.. It 
is much easier to straighten out one past 
due deposit than to wait till several have 
been skipped and the payments pyramid 
until the borrower is unable to catch up 
at all. We do everything possible to :co- 
operate with borrowers and in some 
cases have been able to help them 
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straighten out difficult situations so that 
we not only protected our loan, but at 
the same time put the borrower on a 
better financial basis generally. 

There are some days when we wish 
we could grant loans on the basis of how 
badly they are needed instead of con- 
sidering the ability of the applicant to 
repay. There are many stories of dis- 
couragement and heartbreak to listen to 
and though all of us in the department 
have been with it from the start and 
have handled thousands of loans, we 
still feel a personal thrill of satisfaction 
when we put through a loan that we 
know is going to clear the road for some 
really deserving person. 

Just the other day a young chap came 
in looking so downcast that we were 
surprised when he told us he was to be 
married the following week. All ar- 
rangements had been made and for 
months he and his fiancee had planned 
the modest establishment they would 
move into as soon as they returned from 
their week-end honeymoon. But the 
week before his father had been taken 
seriously ill. The boy knew his parents 
didn’t have enough saved up to take 
care of the doctor and hospital expenses. 
He wanted to assume them himself, but 
he couldn’t bear to disappoint his fiancee 
by postponing the date for the wedding. 
He didn’t have enough cash to take care 
of both. You can imagine it was a real 
pleasure to hand that boy the check that 
put him in a position to start that new 
home on schedule and to relieve his par- 
ents of the expenses of his father’s ill- 
ness. 


BUSINESS IS CRAP SHOOTING 


Of course there are plenty of amusing 
things, too. Our favorite incident is 
still that of the colored man who came 
in some months ago to negotiate a loan 
of $100 “to be used in his business.” 

“And what is your business?” in- 
quired our interviewer. 

“T’se a crap shooter,” replied the 

ould-be borrower, and I dare say he is 

ill wondering why we would not take 
a chance on him. 


EFFECTIVE 
BANK LETTERS 


Junior Officers and 


Bank Clerks 


Somebody in your bank knows that 
you should write better letters than 
you do. EFFECTIVE BANK LETTERS 
affords a practical training in bank 
correspondence. It has for two years 
been restricted to purchase by senior 
officers at $25 a copy and to client 
banks professionally served by its au- 
thor. Sound instruction and all exam- 
ples analyzed, classified and indexed. 


Cooperative Offer 


For introduction to junior officers and 
bank clerks, EFFECTIVE BANK LETTERS 
is offered complete for $20, or piece- 
meal in sections at these prices: 


EFFECTIVE BEGINNINGS (183 examples) $2.50 
WORTHWHILE ENDINGS (232 examples) 2.50 


TRITE AND UNDESIRABLE EXPRES- 
SIONS (Over 300 examples with sug- 
gestions) 


LETTER ANALYSIS (Problems and New 
GG ess ss 


CONSTRUCTION AND STYLE (Analysis) 
PERSONALITY AND CHARACTER .. . 
EVERYDAY LETTERS FROM THE FILES 


LETTER FORM AND CHARTS (Stenog- 
raphers) 


PUNCTUATION (All bank examples) . . 
Malloy Binder 81% x 11 Loose-leaf ... . 


Sections may also be obtained 
in quantity 
To benefit from this offer mention this 


advertisement in sending order and remit- 
tance. Address 


KRETSCHMAR SERVICE 
Boston, Mass. 
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Old Defaulted Securities, Dead or Alive 


BOUGHT OR APPRAISED 
FOR ESTATES 


ASK US! 


R. M. SMYTHE, INC. 
Established 1880 
82 Beaver Street New York 
Tel. BEekman 3-7649 


Worthless stock and bond certificates avail- 
able in quantities for dinner parties, holiday 
greetings, etc. Our charges are nominal. 


Publishers of 
“VALUABLE EXTINCT SECURITIES” 
Price $5 per copy 


An Italian came in the other day with 
two cancelled bonds which he naively 
offered as collateral in place of co- 
makers. Our interviewer explained to 
him as tactfully as possible that the 
bonds could be used much more effec- 
tively as wall paper. And we liked, too, 
the colored woman (no relation to our 
crap shooter) who wanted a loan to get 
“her man” out of jail. While she had 
gone to the neighbors for a moment he 
had “run out on her” and apparently 
got himself engaged in a sort of com- 
munity brawl. At least the next she 
knew he was badly in need of bail 


money. We suggested to her that pos- 
sibly it might be a good idea to leave 
him there a while, so she would at least 
know his whereabouts. “But you know,” 
she said sadly, “it do get pretty lonesome 
around the house.” 

While we have helped thousands of 
people through our plan we feel that we 
have not begun to reach all the people 
in Milwaukee County who could 
logically use it. We are trying to tell 
them, through the newspapers, over the 
radio, on street cars, and through our 
many affliated banks, how they can 
borrow money in this business-like and 
dignified way, at a low rate of interest, 
without collateral, under a plan which 
makes the loans easy to repay. We feel 
that though the profits of the depart- 
ment are as yet not discernible on the 
bank’s ledgers, the service we have given 
the community and the good-will it has 
engendered have justified the depart- 
ment’s continuance. But we will not 
be satisfied with the scope of our service 
until we have multiplied the number of 
borrowers many times. 

The First Wisconsin personal loan 
plan was put into operation October 8, 
1928, and is available through the four 
First Wisconsin branches and the four- 
teen other Milwaukee banks which are 
units of the Wisconsin Bankshares 
group. Personal loan departments, pat- 
terned after the First Wisconsin plan, 
are also operated in the First National 
Bank of Oshkosh and at the State Bank 
of Wisconsin and the First National 
Bank in Madison, which banks are also 
members of the Wisconsin Bankshares 
group. 
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Established 1837 


ADRIAN H. MULLER & SON 


81 WILLIAM STREET, NEW YORK 


STOCKS AND BONDS AT AUCTION 


Regular Auction Sales of all Classes of Securities Every Wednesday 


The Business of Banks, Bankers, Investors and Dealers in Securities Receives 
Prompt and Careful Attention 


The Newspaper Looks at Trust 
Advertising 


Te banking institution which has 
a soundly organized, efficient, com- 
petently experienced and _ very 
human trust department and does not 
make continuous, informative use of 
dominantly interesting space in its local 
newspapers is neglecting a public service 
of the highest order; may be accused in 
fact of saving advertising dollars today 
at the expense of public acceptance and 
commanding opportunity for public and 
private well-being tomorrow.” 

That was the keynote of an address 
given at a recent trust conference in 
Camden, N. J., of the New Jersey 
Bankers Association, by E. Elwood Mc- 
Cleish, a former newspaper editor and 
publisher and now president of the ad- 
vertising agency of Graves, McCleish & 
Campbell, New York. 

Mr. McCleish presented in his talk 
on “How the Newspaper Looks at Trust 
Publicity” a summary of the opinions 
of a dozen outstanding financial editors 
and business managers of metropolitan 
newspapers and suggested that “the 
future public acceptance of the trust 
company will best be served if, in trust 
company advertising, the copy dramati- 

lly embodies the trust officer’s require- 

its with the expert opinion of the 
e.'spaper editor and his business man- 
ag-- Thus the two vital public services 
of “he trust company and the newspaper 


may work together in common cause for 
the common good.” 

“Happily,” said Mr. McCleish, “the 
old habit of giving the trust department 
part of the newspaper advertising 
schedule is yielding to the shrewder 
judgment that trust advertising needs a 
budget of its own; is, in many instances, 
a primary consideration in the bank’s 
public relationships; and needs a con- 
tinuous use of dominating space in the 
daily newspaper, not seasonally but 
throughout the year, whether the year 
itself be poor or prosperous. Nowhere 
else may this vitally important story of 
the trust department’s work, when 
translated into sympathetic human 
understanding of family needs, gain so 
wide an audience, be read so attentively, 
perform so sound a service in essential 
trust information as in the daily news- 
paper on the pages where the most eyes 
find most items to interest them. Let 
no bank officer make the mistake of try- 
ing to judge his advertising in terms of 
retail store results; for cash sales in a 
day’s total, he must substitute the larger, 
enduring terms of public understanding, 
wider public acceptance and a new 
realization that the future of one’s fam- 
ily need never again be uncertain as 
long as trustworthy institutions offer 
the protection of their trust powers. 


“The bank officer will then plan his 
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EXAMINATIONS - SYSTEMS - TAXES 
FOR 


Banks and Trust Companies 


McARDLE & McARDLE 


ACCOUNTANTS AND AUDITORS 
Forty-Two Broadway, 


trust advertising on a long-term basis 
and in all plans for extending the re- 
sources of his trust department will en- 
list the worthy standard newspaper as 
his indispensable ally.” 

Summarizing the answers to a ques- 
tionnaire sent to newspaper editors and 
business managers, Mr. McCleish found 
this common agreement: 

1. That newspapers feel that the 
best advertising banks now do is for 
their trust departments. 


2. That newspapers feel that there 
is, however, not enough human interest 
appeal; that the surface of possibilities 
for the public’s understanding of the 
various type of trust agreements and 
the public’s use of these protective 
powers has even yet barely been 
scratched. 

3. That a greater consistency and 
continuity, without regard to size of 
space, is needed to return the trust ad- 
vertiser the most dollars for his invest- 
ment in newspaper space. 

4. That conservatism and dignity 
must always be present; but this require- 
ment does not preclude dynamic, mind- 
gripping copy. 

5. That some trust messages or ad- 
vertisements are better fitted to run-of- 
paper than exclusive placing on financial 
pages. 

Other addresses at the two-day meet- 


New York City 


ing were as follows: “The Uniform 
Principal and Income Act,” by Dr. 
Charles E. Clark, dean of the school of 
law, Yale University; “The Investment 
Aspect of Life Insurance,” by M. Al- 
bert Linton, president Provident Mutual 
Life Insurance Company, Philadelphia; 
“Meeting the Public,” by Harry F. Pel- 
ham, trust officer National Bank of New 
Jersey, New Brunswick; “History and 
Origin of Taxation,” by Dr. Charles W. 
Gerstenberg, chairman of the board 
Prentice-Hall, Inc., New York; “Prob- 
lems in the Real Estate and Mortgage 
Fields from the Trust Department 
Standpoint,” by Charles F. Ellery, as- 
sistant trust officer and assistant secre- 
tary-treasurer Fidelity Union Trust 
Company, Newark; “Practical Adminis 
tration of Trust Estates,” a symposium, 
by Earl S. Johnson, vice-president Sav- 
ings Investment & Trust Co., East Or- 
ange; “Some Recent Developments in 
Mechanical Aids to Trust Company 
Operation,” by Francis A. Zara, assistant 
vice-president City Bank Farmers Trust 
Company, New York City; “Analysis 
and Care of Trust Investments,” by 
Edward J. Reilly, trust counsel Moody’s 
Investors Service, New York City; 
“Where Is the Trust Officer?” by Robert 
W. Harden, president New Jersey 
Bankers Association; and “The Aristoc- 
racy of Service,” by Harry Collins Spill- 
man, lecturer, of New York City. 





Man Power in Banking 


By ALLARD SMITH 
Executive Vice-President the Union Trust Company, Cleveland 


HE chairman of the Bank Man- 
agement Commission of the Amer- 
ican Bankers Association con- 
scripted me to undertake, upon behalf 
of his commission, a study and survey 
of the problems of organization and 
personnel in banking and try to de- 
termine what efforts, if any, banks were 
making to solve these problems. Ob- 
viously the best method to make such a 
survey was to construct a detailed ques- 
tionnaire and send it to a group of rep- 
resentative banks, and then compile and 
analyze the replies. 

Our questionnaire was of necessity 
long, containing some 120 individual 
questions. We endeavored to cover all 
phases of this important subject. The 


questionnaire began with the question, 
“Do you maintain a separate depart- 


ment to take care of personnel rela- 
tions?” and then went on to such sub- 
jects as qualifications for new employes, 
centralization or lack of centralization of 
service departments, methods of selection 
of junior officers or branch managers, 
extent of support of educational classes, 
employe education with respect to cus- 
tomer relationships, salary adjustments, 
job analysis, bonus systems, vacations 
and sick-leave rules, welfare activities, 
health departments, insurance plans, 
stock purchasing plans, pension plans, 
and, finally, questions concerning em- 
ployes’ participation in new business 
activities. 

The fact is, that any bank which con- 
scientiously answered this questionnaire 
gave us a pretty thorough picture of its 
internal operation with respect to op- 
erating organization and personnel. 

The questionnaire was sent to about 
130 representative banks, and replies 
were received from 88. These replying 


Condensed from an address before the 
State Bank Division of the American Bank- 
ers Association. 


banks varied greatly with respect to 
size, location and type, so that they rep- 
resent accurately a fair cross-section of 
American banking. An analysis of the 
answers led immediately to the follow- 
ing interesting conclusion: 

There is no uniform policy among 
banks for the development of man power 
within their own organizations. 

With respect to certain special fea- 
tures, the size of the banks had some 
bearing—for instance, out of the twenty- 
six banks which answered that they op- 
erated medical departments, nineteen 
were banks of $100,000,000 deposits or 
more. It is perfectly obvious that a 
large bank would be more justified in 
having its own medical department than 
a small bank. But with the exception 
of a few such items, there was just as 
much variation in personnel policy 
among large banks as among small banks, 
and no relationship between size and 
policy was evident. 

Out of the eighty-eight banks report- 
ing, exactly one-half replied that they 
had separate departments to take care of 
personnel relations. Some banks handled 
personnel affairs through an operating 
committee, and some put them under the 
direction of cashier, comptroller, or 
some other designated officer. 

Some examples: 


Question—“What qualifications are 
needed for the employment of junior 
clerks?” Forty banks answered that it 
was necessary for them to have a high 
school education, while thirty banks re- 
plied that they imposed no educational 
requirements. 

Question—“If you have branch offices, 
do you train the clerks at the branch 
ofices or do you transfer experienced 
clerks from your main office?” Twenty- 
two banks answered that they trained 
clerks at the main office and at the 
branch offices, thirteen answered that 
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they trained their employes at the main 
office, and eleven answered that they 
trained them in the branch offices. 

Question—“Do you employ married 
women?” Thirty-five banks answered 
yes, and thirty-two banks answered no. 

Question—“Do you have classes for 
employes inside the bank, conducted by 
bank officers or other instructors?” 
Thirty-one answered yes, and fifty-three 
answered no. 

Question—“Does your bank maintain 
a restaurant for its employes?” Yes, 
twenty-eight. No, fifty-three. 

Question—‘“Does your bank operate 
a club or association of employes within 
your organization?” Yes, thirty-three. 
No, forty-seven. 

Question—“Do you have a bonus sys- 
tem in operation?” Yes, forty-seven. 
No, thirty-six. 

Question—“Does your bank operate 
a savings plan for officers and employes?” 
Yes, thirty-eight. No, forty-one. 


Question—"“Do you have your em- 
ployes organized in a new business ef- 


fort?” Yes, thirty-four. No, thirty- 
five. 

Question—“Do all of your officers 
take time away from their desks to call 
on present customers?” Twenty-eight 
banks said all do; twenty-six banks said 
none do; six banks said a majority do; 
six banks said a few do: one bank re- 
ported that its officers took a half-day a 
week off for this purpose and one re- 
ported that its officers were “thinking 
about it.” 

Now from these questions and an- 
swers, which I have selected at random 
from the questionnaire, you can see the 
foundation for the statement that there 
is no uniform policy among banks for 
the development of man power within 
their individual organizations. 

Bankers, presumed to be advisers to 
other business executives, should have de- 
veloped a more comprehensive policy 
and practice than is evidenced by this 
study. The co-ordination of employes 
into a smoothly-functioning personnel 
staff is an essential qualification for suc- 
cessful bank operation. As I said in my 
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report to the Bank Management Com- 
mission, “a bank may have adequate 
capital and may employ the best brains 
in the business, but with all this, unless 
the humans in the business, from the 
president down to the office boy, are 
interested in the growth of their com- 
pany and in themselves, and reflect this 
attitude to the public, all of these ma- 
terial advantages are lost.” 

In our questionnaire, we asked a num- 
ber of questions, the purpose of which 
was not obvious on the surface. Among 
them were questions like this—‘From 
what department do you draw your 
commercial tellers?” “What is your 
line of promotion for a junior clerk?” 
“How do you select managers for de- 
partments?” “Are your officers se- 
lected from department managers?” “If 
you operate branches, how do you se- 
lect their managers?” 

What we were trying to find out was 
this—just how and where are the bank- 
ers of the future getting their training? 
How are we developing the raw ma- 
terial which will constitute bank man- 
agement twenty years from today? 

Just think over the personal history 
of the bank executives whom you know. 
The typical bank president of today 
started in a comparatively small bank. 
He worked in every department. He 
knew bank routine from A to Z by the 
time he was forty. There was drilled 
into him from the very beginning the 
sense of the bank as a complete, well- 
rounded institution. As time went on, 
his bank consolidated with other banks, 
opened branches, expanded, became, let 
us say, a $200,000,000 institution. 

Today, if he looked through his or- 
ganization, it is doubtful whether he 
could find a single junior officer who 
has had the breadth of departmental 
experience which he himself has en- 
joyed. 

Thus far it has not made any great 
difference, because the “old-timers” are 
still on the job—but what is going to 
happen when the next generation is go- 
ing to have to assume the responsibility 
for bank management? 
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There is another dangerous feature 
with respect to over-departmentalization 
of banks. A department head is only 
human. If he has in his department a 
man who is especially valuable to him 
he dislikes to let that man go. It ac- 
tually happens, sometimes, that a first- 
class subordinate finds himself stuck in 
that particular position for years at a 
time, simply because he has made him- 
self indispensable to his superior. It 
certainly is not good business to let 
some of our best man power be pigeon- 
holed in this way. 

Referring again to the questionnaire 
—in the answers which the various banks 
made to questions regarding promotions, 
selections of officers, and the like, there 
was not only a lack of uniformity, but 
there did not seem evidence of any pur- 
pose to develop any sort of training 
school for future management. 

All that our questionnaire has done is 
to produce evidence that banks on the 
whole have not given sufficient study to 
personnel problems, and that lack of 
uniformity in personnel policy possesses 
much more significance than is apparent 
upon the surface. 

If we are going to attempt a solution 
of these personnel problems, a much 
more extensive effort than a mere ques- 
tionnaire will be necessary. 

I believe that such an effort would 
prove profitable’to American banking in 
the long run, and I believe that it is a 
task which should properly be under- 
taken by the American Bankers Asso- 
ciation. It is simply another step in the 
development of good banking practice 
which, after all, is one of the main pur- 
poses of the existence of the A. B. A. 


CHRISTMAS CLUBS DISTRIBUTE 
$600,000,000 


A TOTAL of $600,000,000 was distributed 
during the week of November 30 to about 
twelve million members of the Christmas Club 
by more than 8000 banking institutions, ac- 
cording to Herbert F. Rawll, president of 
Christmas Club. The average amount re- 
‘eived by each member was slightly under 
S50, while in 1930 the average was $54.60. 

For the first time this year Christmas Club 


Foreign Languages 
Easily Learned 
The Berlitz Conversational Method 


makes the study of any foreign lan- 
guage a surprisingly simple, easy and 
pleasant matter. Experienced native 
teachers. Day and Evening Classes 
and Individual Instruction. Reason- 
able tuition. Catalogue upon request. 


Trial Lesson Free 


ERLIT 
LANGUAGES 


SCHOOL OF 
Established 1878 
Branches throughout the World 


Manhattan— 30 West 34th Street 
Tel. Pennsylvania 1188 


Brooklyn — 434 Albee Square (Gold St.) 
Tel. Triangle 1946 


and its subscribing banks co-ordinated in the 
distribution of this $600,000,000 with the 
activities of merchants in their communities 
in a program to inspire wise and useful spend- 
ing during the week of November 30. 

New York State leads the other states 
with $123,000,000 while Pennsylvania reports 
about $66,000,000. Chicago and Cook 
County contribute about $18,000,000 of the 
Illinois total of over $48,000,000. New York 
City’s metropolitan area, including a radius 
of forty miles, received approximately $80,- 
000,000. The banks in Washington, D. C., 
distributed more than $8,000,000, a gain of 
8 per cent. over last year. 

The largest per capita distribution is in 
Nantucket, Mass. The Pacific National Bank 
there paid out about $50,000—$69 per mem- 
ber or $15 per capita. 

The Bank of America National Trust & 
Savings Association, through its various 
branches in California, is distributing ap- 
proximately $6,000,000. The largest club 
in New York City was operated by the Bank 
of Manhattan Trust Company, which through 
its sixty-nine branches in Manhattan, the 
Bronx, Brooklyn and Queens, had accumu- 
lated over $3,000,000 for its members. The 
Cleveland Trust Company in Cleveland had 
$1,500,000 ready for its members. 





Trust Company vs. Lawyer 


By THomas C. HENNINGS 
Vice-President Mercantile‘Commerce Bank and Trust Company, St. Louis 


(sre mem lawyers claim that they 


are members of a class having an 

exclusive franchise to practice 
law. Trust companies claim that when 
incorporated under the laws of their 
states they have been given a franchise 
to do a trust business and as such are 
empowered to perform any function 
necessary to carry their powers into 
effect. 

What is the difference between us 
which causes these lawyers’ criticism and 
antagonism, resulting in injunctions, 
quo warrantos, penal actions and at- 
tempted restrictive legislation? 

The administration of property by an 
executor, administrator, trustee, as- 
signee or receiver, is a problem involv- 
ing the conduct of a business, the man- 
agement of property, the care and analy- 
sis of securities, the investment of trust 
funds, fiduciary and tax accounting in 
all its intricacies, and many other activi- 
ties which require expert guidance. Can 
it be said that in this modern age of 
specialization the individual fiduciary is 
as well equipped to render the same 
service to the public as an organization 
which is always prepared to carry on? 
In an article in the American Bar As- 
sociation Journal, T. J. Pugh, of Bos- 
ton, says “yes,” but we do not concur. 
We know that many lawyers agree with 
him, although it is contended that the 
movement against trust companies has 
been organized solely to prevent the 
preparation of wills, trusts and other 
documents by, upon the suggestion of or 
under the direction of lawyers em- 
ployed by trust departments. We have 
for some time suspected the real reason, 
but Mr. Pugh makes vocal the fact that 
the lawyer's antagonism is because he 


Condensed from an address before the 
Ninth Annual Trust Conference of Pacific 
Coast and Rocky Mountain States, in San 
Francisco. 
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considers his perquisites endangered and 
pleads that the “family legal adviser fre- 
quently served as executor and trustee, 
and such professional work of the lawyer 
was considered as the legitimate reward 
of faithful practice and formed a sub- 
stantial part of the lawyer’s business 
and income.” The fee received for the 
preparation of a will or trust is of 
minor importance; the compensation to 
the fiduciary a major item. Therefore 
the organized attempt made to limit the 
activities of corporate fiduciaries by 
court proceedings, legislative harassment, 
public criticism and lying in wait, are 
acts of self-preservation. 

We maintain the right to advertise 
our business in any manner which is ap- 
proved by the public we serve. We 
maintain that a testator or trustor has 
the right to select the person or institu- 
tion to carry out his wishes untrammeled 
by the rules of an association with which 
he has no concern. We maintain that 
as he considers the discussion prior to 
the preparation of a will or trust a busi- 
ness problem, involving as it does the 
care and distribution of his property, 
the investment of his funds, the ques- 
tion of family relationships, that he is 
entitled as a matter of right to the pres- 
ence of his trust adviser when in con- 
ference with the lawyer. We maintain 
that the rights of the public are para- 
mount to any jurisdictional controversy 
between lawyers and trust officials. 

Members of the bar know that doing 
a law business today, particularly in the 
large cities, is a combination of business 
and law, and that if they were to be 
required to limit their activities to 
strictly legal matters they would be en- 
gaged entirely in the practice of looking 
up legal questions, writing opinions 
thereon and the trial of cases, but in the 
general process of evolution many 
lawyers practice law by engaging in the 
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larger problems of corporation manage- 
ment and development, the reorganiza- 
tion of businesses, the management of 
property in jeopardy, special commis- 
sioners in condemnations, as general 
business consultants and acting in many 
fiduciary capacities, in this twilight zone 
in which the lawyer and the corporate 
fiduciary meet. 

If the corporate fiduciary is not per- 
mitted to carry out its charter powers, 
according to its own concepts, then the 
legal canon of ethics should contain 
these provisions: The lawyer shall not 
collect accounts until litigation arises, 
for the collection of accounts can best 
be handled by collection agencies which 
may not be permitted to practice law. 
He shall not search real estate transfer 
records prior to giving a legal opinion 
on the title, for this is the vocation of 
the abstractor. He shall not prepare in- 
come and inheritance tax returns, pre- 
pare settlements or schedules, for that 
is the business of the public accountant. 
He shall not act as receiver, assignee, ex- 


ecutor or in any fiduciary matter, except 
as legal adviser, for that is business man- 
agement and should be handled by the 
graduate of a school of business, com- 


merce or finance. He shall never act as 
executor or trustee in a will prepared by 
him. If each vocation should be strictly 
confined to its own field, this would be 
a narrow world indeed! 

Much has been said about the cor- 
porate fiduciaries’ inadequate acquain- 
tance with the testator’s family, of his 
affairs, of his dependents’ need; that, 
owing to our form of organization, we 
are disinterested, soulless organizations 
concerned only in the compensation for 
expert service rendered. We say that 
we are interested in creating a right 
understanding among members of the 
family, of the facts regarding property, 
its distribution and its conservation; that 
we have by constant reiteration, adver- 
tising and solicitation educated the pub- 
lic to the necessity of making a will. 
We are impressing upon every man 
that as the head of the family he has 
definitely assumed the responsibility for 
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the support of his dependents, that 
they have a right to look to him for ade- 
quate maintenance, that he must not 
only carry life insurance but that there 
shall be certainty that the funds must 
not be paid in a lump sum, but so ar- 
ranged that the fund will be carefully 
invested and distributed after death, that 
this burden should not be thrown upon 
a widow inexperienced in business, who 
may receive the insurance check and a 
fake prospectus in the same mail, who 
may be lured by attractive promise of 
large income return from doubtful in- 
vestments. 

The corporate fiduciaries’ consistent 
advocacy of the idea of protection has 
resulted in those outstanding develop- 
ments of trust service, the living trust, 
the insurance trust, the business insur- 
ance trust and the community trust. 

Experience has shown that gifts for 
charity frequently result in losses, mis- 
takes and difficulties, and a complete 
failure of the charitable gift in accord- 
ance with the givers’ wishes and the 
needs of the beneficiaries of the trusts. 
Through the medium of the trust in- 
stitution the thoughts of men of wealth 
have been guided toward the charitable 
needs of the present and the considera- 
tion of preventive measures for the wel- 
fare of future generations. 

We resent the statement that lawyers 
connected with trust institutions have 
not a high regard for the ethics of their 
profession, that the corporate staff 
lawyer has in mind the interest of the 
corporate fiduciary rather than the tes- 
tator, by suggesting provisions in in- 
struments to the disadvantage of the 
testator and his family. We say that 
lawyers representing trust institutions, 
many of whom have occupied high 
place in the administration of justice, 
hold as high a position in the regard of 
the public for integrity, honor, fair deal- 
ing, and for the ethics of the profession 
as any member of the bar. 

To claim that trust institutions are in- 
fallible in their judgments, that errors 
have not been made by them, is to ac- 
cord to human beings attributes no one 
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can possess; but I have never heard of 
a case in which a high court has found 
against a fiduciary on the ground that 
the attorney representing a corporate 
fiduciary in the preparation of a will or 
trust was guilty of overreaching a testa- 
tor or trustor to his disadvantage. 

We know that a will or trust is re- 
vocable during the maker’s life and if 
he feels that he has been misled he can 
cancel the instrument. The widow also 
has her remedy in case of dissatisfaction. 

Codes of ethics have been adopted by 
corporate fiduciaries and an earnest 
effort made to co-operate with the bar, 
but in many cases after an agreement 
has been reached in regard to practices 
some lawyers start agitation for more 
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concessions, and then more, until it has 
reached a point that it seems the only 
agreement that will satisfy many mem- 
bers of the bar, is the surrender of our 
charters. In several states in which it 
seemed that an amicable understanding 
had been reached, there have been pro- 
posed restrictions more drastic than the 
major requirements in states without 
agreements. 

Of course, there will be the corporate 
fiduciary which must be kept within 
bounds, whose advertising and practices 
are subject to criticism—just as there is 
the lawyer who flagrantly oversteps the 
rules of good conduct. Neither associa- 
tion should be indicted as a whole for 
the dereliction of individuals. 


The new “Blue Streak Protectograph” shown above contains many new features in 


a check-writing machine. 


It operates automatically and electrically; its average speed 


allows for the writing of 1200 amount lines an hour; and it contains several new 
protective features. The machine is manufactured by the Todd Company, New York. 
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JAPANESE BUSINESS LEADER 
DIES 


Viscount Ei-ichi Shibusawa, for years Japan's 
leading banker, merchant, industrialist and 
mine owner, died November 11 at the age 
of 91. He established the First National 
Bank, the pioneer national bank in Japan; 
helped to found the Tokio Chamber of Com- 


Viscount Er-IcH! SHIBUSAWA 


Leading Japanese banker and business 

man, who died recently. (Photo- 

graph courtesy New York Herald 
Tribune.) 


merce, the Tokio Bankers’ Association, the 
Bankers’ Clearing House and the Tokio Stock 
Exchange and scores of other businesses of 
world-wide influence. A world traveler even 
in his eighties, the Viscount made many trips 
to the United States. He was described as 
“Japan’s Morgan, Hill, Rockefeller, Vander- 
bilt and Ford combined.’ In his time he was 
the president of more than seventy-three cor- 
porations and for nearly seventy-five years 
was a trusted adviser of the Japanese govern- 
Ments. 


NEW BUILDING BEGUN FOR 
FOR BROOKLYN BANK 


Work has begun on a new building to be 
erected at Nostrand and Church avenues, 
Brooklyn, N. Y., for the Lincoln Savings 
Bank, one of the oldest banks in Brooklyn. 


It is expected that the new building will be 
completed by April 1, 1932. The new struc- 
ture, which will be 43 feet wide by 100 
feet deep and two stories in height, will 
house the bank’s Flatbush office. The bank's 
main office is at 531 Broadway, corner of 
Boerum street. 


ELECTED VICE-PRESIDENT OF 
CITY BANK 


FLoyp GiLBert Barr has been elected vice- 
president of the National City Bank of New 
York, to act as special assistant and liaison 
officer to the chairman, Charles E. Mitchell. 
Mr. Blair. is a lawyer by profession. He has 
practiced in both Boston and New York, has 
devoted some time to the sugar industry in 
Cuba and served as legal adviser to the 
World War Foreign Debt Commission and 
to the Secretary of the Treasury on foreign 
financial matters. He joined the National 
City Bank in 1927 and two years later went 
with the National City Company. 


NAMED HEAD OF MORRIS PLAN 
CORPORATION 


WALTER W. Heap, prominent Chicago and 
Omaha banker and a former president of the 
American Bankers Association, has been 
elected president of the Morris Plan Corpora- 
tion of America, which is sole owner of the 
franchise rights for the development of the 
Morris Plan of industrial banking. Mr. Head 
was president of the Foreman State National 
Bank of Chicago prior to its absorption hy 
the First National Bank of that city. 


CHASE TO ABSORB AMERICAN 
EXPRESS BANK 


Tue Chase National Bank of New York 
will absorb the American Express Bank & 
Trust Company, according to recent an- 
nouncement. ‘The change will take place 
about December 19. The banking business 
of the American Express Bank will be taken 
over by the Chase and its trust business con- 
solidated with that of the Equitable Trust 
Company, a Chase affiliate organized in 1930 
to preserve the Equitable name and to carry 
on a general trust business. 

The American Express Bank & Trust Com- 
pany was organized early in 1930 as an affili- 
ate of the American Express Company, which 
is, in turn, controlled by the Chase National 
Bank. 

Medley G. B. Whelpley, who has been 
president of the American Express Bank, 
has been admitted to partnership in the firm 
of Guggenheim Brothers. 
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HOUSTON BANKER HONORED 


A. W. Snyper, resident vice-president at 
Houston, Texas, of the Mercantile‘Commerce 
Company of St. Louis, has been elected vice- 
president of the Investment Bankers Associa- 
tion of Texas. The Mercantile-Commerce 
Company is the investment affiliate of the 
Mercantile‘Commerce Bank and Trust Com- 
pany of St. Louis. 


HANDBOOK ON STOCKS 


TuHeE Williams Handbook, Inc., has published 
a sixty-four page booklet, “How to Judge 
Common Stocks,” which, in addition to ex- 
plaining the company’s larger “Handbook of 
Relative Stock Values,” offers interesting and 
valuable methods of comparison of common 
stock values. 


NATIONAL CITY-BANK OF 
AMERICA MERGER 


STOCKHOLDERS of the Bank of America 
N. A., New York, and of the National City 


Epwarp C. DELAFIELD 
Who will be a vice-president, director 
and member of the executive commit- 
tee of the City Bank Farmers Trust 
Company, New York. 


Bank of New York have approved a pro- 
posal of directors by which the former in- 
stitution would be absorbed by the latter. The 


board of directors of the National City Bank 
has elected John E. Rovensky and Elmore F, 
Higgins, vice-presidents of the Bank of 
America, vice-presidents of the City Bank. 
Announcement has also been made that Ed- 
ward C. Delafield, president of the Bank of 
America since 1920, will join the City Bank 
Farmers Trust Company, affiliate of the City 
Bank, as vice-president, director and member 
of the executive committee. 


Joun E. Rovensxky 


Elected vice-president of the National 
City Bank of New York. 


Mr. Rovensky began his banking career as 
a messenger with the First National Bank 
of Pittsburgh, later becoming assistant cashier. 
He joined the National Bank of Commerce in 
New York as assistant cashier in 1913, was 
elected a vice-president in 1915 and con 
tinued in that capacity until 1926 when he 
became a vice-president of the Bank of 
America N. A., later being made vice: 
chairman. 

Mr. Higgins started with the First Na’ 
tional Bank of Birmingham, Ala., became a 
national bank examiner and later chief na- 
tional bank examiner in the Atlanta Federal 
Reserve District. He served in a similar 
capacity in the Chicago district. He came 
to the National Bank of Commerce in New 
York about ten years ago as an_ assistant 
cashier and rose to be an assistant vice-presi- 
dent and later vice-president. In 1926 he 
joined the Bank of America N. A., as a 


vice-president. 
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BANK OF MONTREAL'S ANNUAL 
STATEMENT 


Business of the Bank of Montreal, Canada, 
was well maintained in its fiscal year ended 
October 31, 1931, according to its year-end 
statement, just issued, although there were 
declines in total assets and in profits. 
Current loans in Canada at the end of 
the year were $291,111,569, compared with 
$290,872,423 in the year before. Deposits 
bearing interest were $539,922,593, against 
$540,977,246, while total deposits were $669,- 
047,251. Total assets were $794,523,333, 
compared with $826,969,537, while liabilities 
to the public were $718,330,729, leaving an 
excess of assets over liabilities of $'76,192,- 
604. Quickly available resources of the bank 
were placed at $417,406,508. Profits were 
$5,386,379, compared with $6,519,031 in the 
previous fiscal year. Payments of dividends 
to shareholders were $4,320,000, provision 
for taxes $610,000 and reservation for bank 
premises $300,000, leaving a balance of $156,- 
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379, which made $1,103,426 profit and loss 
to be carried forward. 

While the Bank of Montreal has always 
declared its dividends in Canadian currency, 
it has been its practice, for the convenience 
of shareholders in the United States, to stamp 
dividend checks sent to them “payable at the 
agency of the bank in New York as well as 
in Canada.” Due to the abnormally high 
premium on the New York funds now, how- 
ever, this service has been discontinued and 
all dividends will be paid in Canadian funds. 


NEW YORK BANK STOCKS 
DOWN 


New York City bank stocks declined sharply 
during the month of November, according to 
the average of seventeen leading issues com- 
piled by Hoit, Rose & Troster of New York, 
specialists in bank stock securities. From an 
opening average of 72 recorded on Novem- 
ber 2, the market rallied to a high point of 
77 on November 9. During the balance of 


Individual in character is the banking room ot the new building of the Orange Savings 
Bank, Orange, N. J. The ceiling in the banking room is thirty feet high, allowing 
large windows which throw a flood of light throughout the entire room. The banking 
screen is of marble and bronze; the side walls are of cast Travertine and the ceiling is 


rnamented with paneling. 


The building was designed by Holmes & Winslow, bank 


architects of New York. 
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the month, however, the market started 
downward and dropped to a low of 60 on 
November 28, with a closing level of 61 on 
November 30. 

The open, high, low and closing levels of 
the respective issues making up the average 
compare as follows: 


Open 
November 2 
America 
Bankers Trust 
Brooklyn Trust 
Central Hanover 
Chase National 
Chatham Phenix 
Chemical 
City 
Commercial National 
Corn Exchange 
Empire Trust 
Guaranty Trust 
[rving 
Manhattan 
Manufacturers 
Pe SOG SIUKE. 6 cc cece ens 
Public 


Weighted averages 


As of November 28, these seventeen issues 
were selling at a price to yield an average 
of 7.13 per cent., compared with a high 
yield of 7.82 per cent. recorded at the low 
point touched on October 5 and with a yield 
of 6.59 per cent. on November 21. 

The ‘open market value of the seventeen 
issues on November 28 aggregated $1,893,- 
707,000 compared with $2,049,565,000 on 
November 21, indicating that the stocks as 
a group declined 7 per cent. during the week, 
but were still 10 per cent. above the low of 
$1,714,032,000 on October 5. 

Based upon the November 28 figures, the 
seventeen issues are selling at 13.1 times their 
known current earnings against 14.2 times 
on November 21, and 11 times known earn- 
ings on October 5, the low point for the 
year. The current market value of the seven- 
teen stocks is 0.91 times known book value 
against 0.98 on November 21 and 0.81 on 
October 5. 


SECURITY OFFERINGS REACH 
NEW LOW 


New security offerings reached a thirteen: 
year low in October, according to the 
monthly review of Lawrence Stern and Com- 
pany, investment bankers of Chicago and 
New York. 

Retail distribution of securities during that 
month was similarly slow, the review con- 


November 9 


tinues, indicating an almost complete cessa- 
tion of activity in the American financial 
market. 

Despite these discouraging factors, however, 
sentiment of security dealers throughout the 
country as to the long-term trend was con- 
siderably more optimistic than in previous 


High Low Close 
November 28 November 30 


43 303 
79 67 
270 230 
192 155 
39% 
22 
334 


recent months—judged on the basis of re- 
plies to a monthly questionnaire sent out by 
the company. 

The Review points out that the absence of 
new security issues is one of the natural cor- 
rective processes which create conditions 
favorable to recovery. The decrease in vol- 
ume of capital flotations outstanding on the 
market at this time is looked upon as a factor 
which will lead to greater potential demand 
in the future. 

Further developments of October were in- 
dicated by a summary of facts and opinions 
brought out in replies to the questionnaire: 

1. Retail] distribution of both bonds and 
stocks at the lowest ebb in any months in 
recent years—many dealers reporting their 
business as practically at a standstill. 

2. Bonds more in demand than stocks— 
but practically the only activity is found in 
governments and municipals. Some buying 
of high-grade short-term paper mentioned. 

3. Majority of dealers see poor outlook 
for bond market, although some feel definitely 
that the stage is being set for rising prices 
and better buying in the near future. 

4. Stock outlook clouded, with most deal- 
ers foreseeing poor distribution for some time 
to come. 

5. Banks and other investing institutions 
are almost completely out of the market at 
present. 

6. Tight credit conditions are increasing. 


Dealers comment that banks have plenty of 
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money, but are extremely cautious in theis 
loan policies. 

7. Optimism is prevalent with regard to 
improvement in the general business situation. 

Commenting upon these factors, the Review 
states, “The probability of high money rates, 
continued uncertainty with regard to foreign 
developments, and lack of definite indications 
as to the course of domestic business combine 
to create a situation in which any attempt 
at forecasting the immediate future trend is 
extremely hazardous.” 


BROKERS’ LOANS BY “OTHERS” 
BARRED 


MEMBER banks of the New York Clearing 
House Association, among which are the most 
powerful banking institutions in New York 
City, have voted to prohibit, by an amend- 
ment to the association’s constitution, the 
practice of placing brokers’ loans for the ac- 
count of non-banking interests. The amend- 
ment to Section 5, Article XI of the consti- 
tution makes that section read as follows: 

“No member of this association (nor any 
non-member clearing through a member) 
shall directly or indirectly make or attend to 
the service of any loan for the account of 
any person, firm or corporation, other than 
a bank, banker or trust company, where such 
loan is secured in whole or patt by stocks 
and/or bonds and/or acceptances. Where 
such a loan is made or service rendered for 
the account of a bank, banker or trust com- 
pany the member (or non-member clearing 
through a member) shall charge or collect 
for so doing not less than at the rate of one- 
half of one per cent. per annum upon the 
amount of such loan during the period it 
shall remain in effect.” 


MANUFACTURERS-CHATHAM 
PHENIX MERGER PLANNED 


Directors of Manufacturers Trust Company 
and Chatham Phenix National Bank and 
Trust Company, of New York, have ap- 
proved a plan to merge the two institutions. 
The resulting institution would have re- 
sources of more than $550,000,000 and de- 
posits of more than $400,000,000. 

According to the plan, Harvey D. Gibson, 
president of Manufacturers, would become 
chairman of the board and president of the 
new bank; Louis G. Kaufman, president of 
Chatham Phenix, would become chairman 
of the executive committee; and Henry C. 
Von Elm, vice-chairman of the board of 
Manufacturers, would hold the same position 
with the new bank. 

Meetings of the stockholders of the two 
banks will be called to vote on the proposal. 
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NEW EXECUTIVE FOR DENVER 
BANK 


Rosiin H. Davis, Denver wholesale drug- 
gist, banker and stock-man, has been elected 
executive vice-president of the Denver Na- 
tional Bank and will handle the work pre- 


Rosin H. Davis 
Executive vice-president the Denver 


National Bank, Denver, Colo. 


viously done by Clark G. Mitchell, who 
died recently. Mr. Davis has been a di- 
rector of the bank since 1915 and for the 
last six years has been a director of the 
Denver branch of the Federal Reserve 
Bank of Kansas City. He is a graduate of 
Princeton. 


LOSS IN BANK STOCKS 


Usinc the closing prices of November, the 
open market value of the stocks of fifteen 
representative member banks of the New 
York Clearing House Association stood at 
$1,800,000,000 against $2,225,000,000 on 
November 6 and $1,625,000,000 at the lows 
of October 5, 1931, according to Morris A. 
Schapiro, of Monahan, Schapiro & Co., bank 
stock specialists of New York. Mr. Schapiro 
gives, for comparison with the market valua- 
tions, figures of capital and surplus funds 
and total available funds for the same banks 
as follows: 
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Surplus and undivided profits............. 


Capital funds 
Demand deposits 
Time deposits 


Total deposits (November 28) 


Total indicated funds 


“The dividend disbursements for the group 
for the period of twelve months ending 
September 30, 1931, totaled $107,774,777, 
or 6.43 per cent. of their present capital 
funds. For the same period the ratio of net 
profits (after all charge-offs but before divi- 
dends) to capital funds was 2.15 per cent. 

“The ratio of net earnings (before charge- 


$ 597,225,300 
eoheusei erates 1,079,796,492 


$1,677,021,792 
$5,398,100,000 
817,995,000 


$6,216,095 ,000 
$7,893,116,792 


offs and before dividends) to capital funds 
is estimated at 84 per cent., against the ratio 
of dividend disbursements to capital funds 
of 6.43 per cent. The drastic decline in the 
ratio of net profits to capital funds from the 
results of former years is largely due to the 
unusually heavy losses charged off on loans 
and on securities.” 


Coming Bankers’ Conventions 


AMERICAN BANKERS ASSOCIATION, Los 
Angeles, October 3-6, 1932. Executive man- 
ager, Fred N. Shepherd, 22 East 40th street, 
New York City. 


AMERICAN BANKERS ASSOCIATION ExECu- 
tive Councit, White Sulphur Springs, 
W. Va., April 25-27. Headquarters, Green- 
brier Hotel. Executive manager, Fred N. 
Shepherd, 22 East 40th street, New York 
City. 


AMERICAN INSTITUTE OF BANKING, Los 
Angeles, June 6-10, 1932. Secretary, Rich- 
ard W. Hill, 22 East 40th street, New York 
City. 


EasTERN REGIONAL Savincs CONFER: 
ENCE, New York City, January 28-29. Head- 
quarters, Hotel Roosevelt. Under the aus- 
pices of the Savings Division. American 
Bankers Association. 


ILLINOIS BANKERS ASSOCIATION, Spring- 
field, May 23-25, 1932. Executive vice- 
president, M. A. Graettinger, 33 North La 
Salle street, Chicago. 


INDIANA BANKERS ASSOCIATION, Indian- 
apolis, May 19-20, 1932. Secretary, Forba 
McDaniel, 1308 Circle Tower, Indianapolis. 


Mip-WInTER Trust CONFERENCE, New 
York City, February 16-18, 1932. Head- 
quarters, Hotel Commodore. 


MississtpP! BANKERS ASSOCIATION, Jack- 
son, December 14. Secretary, George B. 
Power, Capital National Bank Building, 
Jackson. 


MissouRI BANKERS ASSOCIATION, May 17- 
18, 1932. Secretary, W. F. Keyser, Sedalia. 


NATIONAL FoREIGN TRADE CONVENTION, 
Honolulu, May 4-6. Secretary, O. K. Davis, 
1 Hanover Square, New York City. 


NaTIONAL SaFE Deposit AssOCIATION, 
Los Angeles, 1932. Secretary-treasurer, 
Ralph D. Slaymaker, Fidelity Safe Deposit 
Company, Kansas City, Mo. 


NATIONAL ASSOCIATION OF MUTUAL Sav- 
incs Banks, New York City, May 18-20. 
Headquarters, Waldorf Astoria Hotel. Ex- 
ecutive secretary, John W. Sandstedt, 347 
Madison avenue, New York City. 


ResERVE City BANKERS ASSOCIATION, 
Denver, 1932. Secretary, J. J. Schroeder, 
162 West Monroe street, Chicago. 


Savincs BANKS ASSOCIATION OF MAINE, 
Lakewood. September 7-8. 


SoutH DaxoTa BANKERS ASSOCIATION, 
Watertown. June 1-3, 1932. Secretary, 
George A. Starring, Huron. 


SOUTHERN Tri-STATE BANKERS (Arkan- 
sas, Mississippi, Tennessee), Memphis, May 
24-26. 


Texas BANKERS ASSOCIATION, Austin, 
May 10-12, 1932. Secretary, W. A. Philpott, 
Jr., Dallas. 


VirciniA BANKERS ASSOCIATION, Old 
Point Comfort, June 23-25. Headquarters, 
Hotel Chamberlain - Vanderbilt. Secretary, 
C. W. Beerbower, First National Exchange 
Bank, Roanoke. 





BOOK REVIEWS AND NEW BOOKS 


Recent Announcements of Other Publishers 


THE BANKS AND PROSPERITY. 
D. Edie. 
$2.50. 


As stated in the foreword, the theme of 
Professor Edie’s treatise is the orderly control 
of credit. He does not propose flatly a 
management of credit so as to stabilize the 
price level, but holds that a considerable 
degree of stabilization would be effected 
indirectly by the methods he puts forth. 
What are they? It is his contention that 
violent overexpansion could not take place 
without monetary assistance. It is therefore 
necessary to prevent this assistance from 
being given. How? By an application of 
restrictive measures at the very inception 
of the boom. And, if found necessary, a 
sudden and substantial increase in the dis- 
count rate that would bring the community 
to its senses. 

The accepted rule that credit should be 
expanded to meet “the legitimate demands 
of trade” is sharply challenged. This term 
the author regards as vague and as utterly 
untrustworthy at a time when prices are 
rising rapidly and business expansion pro- 
ceeding at a supernormal pace. He proposes 
as a substitute for this rule that credit should 
be regulated in proportion to the long-term 
increase in production. This, he holds, 
would afford a definite yardstick by which 
to measure credit expansion instead of what 
the author regards as the vague “legitimate 
demands of trade.’ Professor Edie would 
further control credit by a control of the 
bank reserves. 

The author states, in positive terms, that 
it should be a part of the business of central 
banks to prevent crises. He rightly says that 
the time to apply restrictive measures is at 
the very inception of the inflationary move- 
ment. 

An interesting chapter of the book relates 
to the passing of the gold standard. By 
this is meant that gradually gold is being 
deprived of the restraining power it formerly 
exercised over credit expansion. Recent 
monetary philosophy holds that gold is no 
longer necessary except to settle international 
balances. 

Professor Edie writes clearly, fairly and 
with authority. He deals with problems of 
great importance, and in a manner calculated 
to stimulate constructive thinking. To all 
who wish to be informed about these prob- 
lems his work is strongly recommended. 


By Lionel 
New York: Harper & Brothers. 


THE New York Money Market. Volume 
I. Origins and Development. By Mar- 
garet G. Myers. New York: Columbia 
University Press. $95. 

THIS book traces the reasons for the rise of 

the money market in New York City, dis- 


cusses the origins and development of the 
market for bankers’ balances, for brokers’ 
loans and commercial paper; and the domestic 
investment and capital markets, the inter- 
relationships of Treasury policy and of the 
various monetary controversies upon develop- 
ments in the money market, the flow of 
capital from England to the United States 
during the period when this country was 
a debtor nation. 

The volume is divided into two parts, 
the first dealing with the development of 
the New York money market up to 1863, 
and the second with the period 1863-1913. 
Otherwise the material is not treated chron- 
ologically, however, but rather topically. 

This volume was prepared under the 
auspices of the Columbia University Council 
for Research in the Social Sciences. A second 
volume, treating the period from 1914 to 
1931, is now in preparation. 


Pusiic SPEAKING FOR Executives. By 
Charles W. Mears. New York: Harper & 
Brothers. $3. 


A HELPFUL, 200-page volume outlining the 
do’s and don’t’s of public speaking for busi- 
ness men. The author, who is himself a 
business man and a frequent public speaker, 
discusses such questions as whether the speech 
should be read; suiting the address to the 
audience; the introduction and building up 
of the speech. His book contains also some 
valuable hints in regard to posture and voice 
training. 


THE ABOLITION OF Poverty. By Harrison 
E. Fryberger. New York: Advance 
Publishing Company. $1.50. 


CAPITALISM is commended by Mr. Fryberger 
for its creation of wealth, but is warned at 
the same time that, unless it solves the prob- 
lem of the proper distribution of wealth, 
it is in danger of being replaced by some 
form of communism. To avoid communism 
and create a more equitable distribution of 
wealth he advocates a number of steps, 
among them the abolition or control of chain 
stores; adoption of measures to regulate 
corporations; development of a farm relief 
law to secure parity between industry and 
agriculture; a law forcing all commercial 
state banks to belong to the National Bank- 
ing System, or to the Federal Reserve System; 
laws or Governmental supervision of stock 
speculators; enforcement of the prohibition 
laws, with a liberal interpretation of them; 
increase of income tax on large incomes; 
provision that the bulk of decedents’ estates, 
over and above a reasonable amount, should 
go to the Federal Government. 

The study is made doubly interesting by 
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The Service Charge 
on Demand Deposits 


By W. GORDON JONES 


Points the Way to Greater 
Banking Profits 


It explains the purpose of the service charge for un- 
profitable checking accounts; 


—shows how to differentiate between the profitable 
and the unprofitable accounts by means of a sim- 
ple analysis; 


—tells how the service charge has worked out in in- 
stitutions where it has been tried out; 


—gives practical information as to the best and sim- 
plest methods for installation and operation of it; 


—and gives some of the common forms used in in- 
stallation and operation. 


Every banker who is interested in making 
greater profits for his bank needs this 
timely and informative book. 


SEND FOR IT TODAY! 


BANKERS PUBLISHING COMPANY 
71 Murray Street, New York, N. Y. 


Please send me, postpaid, a copy of The Service Charge on Demand Deposits. 
I agree to remit $2.50 within five days or return the book. 


Bank or Firm 
Address. 
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the fact that the author is, in the common 
meaning of the word, a capitalist. 


A ForTUNE TO SHARE. By Vash Young. 
Indianapolis: The Bobbs-Merrill Company. 
$1.50. 


THE fortune which the author has to share 
does not consist of money or property, but 
relates to the domain of the mind. He tells 
how he overcame his mental shortcomings, 
and gained the mastery over his doubts and 
fears. This knowledge is passed along for 
the benefit of others in a very frank and 
friendly fashion. His message is both read- 
able and inspiring; particularly timely, too, 
when there is so much gloom and fear in the 
atmosphere. 


ECONOMICS IN THE TWENTIETH CENTURY. 
By Theo. Turanyi-Unger. (Edited by Ed- 
win R. A. Seligman.) New York: W. W. 
Norton & Co. $5. 


Various schools of economic thought are 
represented in this volume, presenting “a 
complete picture of the economic thought of 
today in its relation to political and social 
conditions in the leading countries of the 
world. Its profound and extensive scholar- 
ship must constitute a strong recommenda- 
tion to all interested in the study of economic 
science, while others who understand the im- 


portance of economics will find it instructive. 
The volume is a monument to the author's 
learning. 


ADVERTISING AND Its MECHANICAL Pro- 
DUCTION. By Carl Richard Greer. New 
York: Thomas Y. Crowell Company. $5. 


In this volume will be found information 
concerning advertising and printing processes 
such as are required by the advertising man- 
ager, the printer, or the student. There are 
175 illustrations, twelve of them being in 
color. 


CoNCENTRATION OF CONTROL IN AMERICAN 
Inpustry. By Harry W. Laidler. New 
York: Thomas Y. Crowell Company. $3.75. 


FoLLowINc a brief description of the rise of 
the great corporations in the United States, 
with particular reference to the post-war 
period, the author describes the merger and 
combine movements among our natural re- 
sources. He then enters the field of public 
utilities and describes present-day control of 
those which receive public franchises. 

One section of the book deals with signifi- 
cant developments in manufacturing and 
miscellaneous industries. There are also 
chapters relating to banking, insurance, in- 
vestment trusts, retail distribution, agricul- 
ture, and trade associations. 

_ The object of the book is thus set forth 
in the concluding paragraph: 
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“This is not a book of prophecy. It is 
primarily a book of facts, of trends in 
economic controls, and if it calls attention 
to these trends in our fast changing indus- 
trial system, demonstrates that the days of 
the old individualism are past, and furnishes 
a basis in fact for future constructive action, 
its mission will have been fulfilled.” - 

It may be said that the volume presents a 
comprehensive array of facts, affording ample 
basis for the reader's own conclusions re- 
garding their significance. 


A Money Market Primer, AND KEY TO 
THE ExcHANGES. By George Clare. Lon- 
don: Effingham Wilson. 6 shillings. 


Tuis is the third edition of this standard 
work, and it has been completely revised and 
largely rewritten. 

Seven chapters are devoted to the Bank 
of England, its history and status, a discus- 
sion on bank rate, explanation of functions 
of the various departments, and of the re- 
serve and international gold movements. The 
operation of the foreign exchanges is treated 
in detail, and in a further series of chapters 
the open market, the war and its effects on 
the money market and the exchanges, and 
the Macmillan report are dealt with. 

The new edition will be found of much 
value by those who desire to follow closely 
and intelligently the present discussions on 
the British financial position. 


Mopern Economic Society. By Sumner 
H. Slichter. New York: Henry Holt & 
Co. $5.00. 


Most economic treatises are, to the ordinary 
mortal, so forbidding in contents and man- 
ner of treatment as to make a patient read- 
ing of them almost impossible. But here is 
a decided exception. This is a decidedly 
interesting and instructive book—easy to 
read, because the author thoroughly under- 
stands his subject and knows how to deal 
with it engagingly. While there is a very 
complete survey of the entire field of eco- 
nomic activity, the treatment of savings, the 
rewards of capital, and the supplying of 
capital by commercial banks should especially 
appeal to bankers. It is a book to be read 
with pleasure, and studied with profit. 


Soviet Poticy 1n Pusiic Finance. By 
Gregory Y. Sokolnikov and associates. 
Stanford University, California: Stanford 
University Press. $4.00. 


In the editor's preface, by Professor Carl C. 
Plehn, it is said, in reference to the volume: 

“Presenting, as it apparently does, an 
authoritative picture of Soviet policy in an 
important field of economic policy, at the 
moment of the inauguration of the much- 
heralded five-year plan, it serves as a basis 
for an understanding of the developments 
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under that plan. It probably to some de- 
gree lacks scientific reliability in its interpre- 
tation of events from 1917 to 1928; but it 
does at least seem to furnish a new point of 
departure for the interpretation of later de- 
velopments. It pictures the system of 1928 
in the light in which Russian authorities 
themselves see it, and embodies in consider- 
able measure their prophecies as to future 
evolution, thus providing a sort of yardstick 
by which to measure future movement.” 
Much of the information about Russia 
comes from outside sources, but this work 
has the value of being prepared by those 
near to and concerned in the Soviet experi- 
ment. The treatment of the financial part 


of the Soviet program is quite comprehensive. 


BRANCH, Group AND CHAIN BANKING. By 
Gaines Thomson Cartinhour. New York: 


The Macmillan Co. $4.50. 


Deauinc fully with a very live subject— 
that of banking concentration in the United 
States—this volume is especially timely. It 
is also especially valuable from the fact that 
it constitutes the most authentic and careful 
consideration of the subject available. 

There are strong advocates and equally 
strong opponents of bank concentration, 
whichever of the forms it may take—group, 
branch, or chain. Meanwhile banking con- 
centration is taking place as a matter of 
necessity. How far this development may 
extend, and which of the forms mentioned it 
may take, one cannot accurately foretell. 
That we shall soon have legislation dealing 
with the matter seems probable. In_ this 
event the bankers of the country will be 
called on to express their views. They will 
be assisted in doing so intelligently by a 
careful reading of this treatise. 


F. A. A. YEARBOOK 


TuHeE Financial Advertisers Association has 
published and distributed to its members a 
book containing the proceedings of its 1931 
convention, held recently in Boston. The 
volume contains the addresses delivered at 
the meeting, a list of officers of the associa- 
tion, and a list of its members. A similar 
book is published after each convention. 


INDEX OF ECONOMIC REPORTS 


THE Policyholders Service Bureau of the 
Metropolitan Life Insurance Company of 
New York has issued a revised edition of its 
Index of Economic Reports, which lists, as 
of October 1, 1931, the titles of approxi- 
mately 500 reports and articles on prob- 


THE BANKERS MAGAZINE 


lems of business management which the bu- 
reau has published and made available for 
general distribution. More than 100 new 
studies have been added since the last pre- 
vious edition of the index. 


ANNUAL INDEX-DIGEST USEFUL 
TO BANKERS 


OF use to bankers and in bank libraries is 
the annual Index-Digest of the United States 
Daily, a new issue of which has recently been 
published. The new edition, Volume 5, con- 
tains an index and short resume of all of 
the news items which have appeared in the 
Daily for the period March 4, 1930, to 
March 3, 1931. Eight pages of the index 
are devoted to banks and bankers and here 
are listed all sorts of bank items—branch 
banking, bankers’ associations, the Federal 
Reserve System, the three land bank systems, 
national and state banks, court cases, failures, 
mergers, etc. In addition to the material 
devoted directly to banks, bankers will find 
here an easy method of reference to other 
governmental activities in which they are 
interested. 


NEW BOOKS 


BUILDING AND LOAN PROCEDURE IN NEW 
Jersey. By P. A. Prescott. Newark: 
Soney & Sage Co. $4.00. 


CLEARINGS AND COLLECTIONS; FOREIGN AND 
Domestic. By Thatcher C. Jones. New 
York: Columbia University Press. $4.50. 


FINANCIAL RACKETEERING AND How TO 
Stop It. By William Leavitt Stoddard. 
New York: Harper. $2.50. 

More PROFITS FROM ADVERTISING. By K. 
M. Goode and Carroll Rheinstrom. New 
York: Harper. $3.50. 

Out oF Depression. By Hermann F. 
Arendtz. New York: Houghton Mifflin. 
$1. 


PAMPHLETS RECEIVED 


Wuat Is 
ACCOUNT? 
Inc. 

ANALYsIS OF BANK OPERATIONS IN ILLINOIs. 
Chicago: Illinois Bankers Association. 

ABSTRACTS OF SCIENTIFIC AND TECHNICAL 
PuBLICATIONS FROM THE MASSACHUSETTS 
INSTITUTE OF TECHNOLOGY. Cambridge: 
The Technology Press. 

THe NEED FOR A New Survey OF FAMILY 
BuDGETs AND Buyinc Hasits. New York: 
Metropolitan Life Insurance Company. 


HAPPENING TO THE SAVINGS 
New York: Account Builders, 





A Great 
International Bank 


With over 900 Branch 
Canada and 31 other CSultten 
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The Roy al Bank 
of Canada 


HEAD OFFICE, MONTREAL 
In New York at 68 William Street 
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MIDLAND BANK 


LIMITED 
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A Complete Banking Service 


The Midland Bank offers exceptional! facilities 
for the transaction of banking business of every 
description. It has offices in the Atlantic Liners 
“ Aquitama” “ Berengaria” “ Mauretania” 
and with affiliated banks operates over 2550 
branches in Great Britain and Northern Ireland. 


The offices in Poultry and at 196 Piccadilly are 
specially equipped for the use of American visitors. 


HEAD OFFICE: POULTRY, LONDON, E.C.2 
OVERSEAS BRANCH: 122 OLD BROAD ST., LONDON. E.C. 2 


[we 


ROS 


Glyn, Mills & Co. 


(Established 1753) 
Registered with unlimited liability, 1885 


incorporating 


CHILD & CO. and HOLT & CO. 


(Established before 1600) (Established 1809) 
BANKERS 
Army and Air Force Agents, Navy and Prize Agents 


Head Office, 42, GRACECHURCH STREET, LONDON, E. C. 3 


(Temporary Head Office — rebuilding of 67, Lele Street. E. C. 3) 
Childs Branch - - 1, FLEET STREET, LONDON, E. C. 4 
Holts Branch’ - 3&4, WHITEHALL PLACE, LONDON, S. W. 1 


Current and Deposit Accounts opened on the usual terms. 
The Bank has Agents or Correspondents in all the principal cities or towns throughout 
the World, and can provide Banking facilities for its customers wherever desired. 
Letters of Credit and Circular Notes issued on our Foreign Correspondents and Agents 
throughout the World. 
Currency Drafts obtained; Remittances mailed and Telegraphic Transfers made to all 
parts of the World. 
Foreign Currency Accounts opened. 

and Sale of Stocks, Bonds and Shares effected and custody of securities 
undertaken. ; 
Dividends, Annuities, etc., received; forms authorizing their receipt supplied, and 
coupons collected for customers. 
Recovery of Income Tax and Preparation of Income and Super-tax Statements under- 
taken. The Bank has a special department to advise and anslet customers on questions 
relating to Income and Super-tax. 
The duties of Executors and Trustees undertaken. 
Navy and Prize Agents. Salvage claims preferred. 
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For Industries 
Coming to 
Canada 


This Bank will gladly co- 
operate with financial institu- 
tions in the United States and 
elsewhere on behalf of clients 
who may be considering estab- 


Montreal Branch 


lishing a branch of their business 
in Canada. Information cover- 
ing the Canadian tariff, trade 
and labor conditions, power fa- 
cilities, possible locations and 
building sites and other data Reserve 

will be furnished. $24,000,000 


Total Resources 
Address enquiries to: $265,000,000 


New York Agency: 49 Wall St. 
P. W. Murphy, F. W. Murray, Agents 
Boston Office: Ames Bldg., 5 Court St. 


Chicago Office: 105 West Monroe St. 


THE BANK OF 
=u NOVA SCOTIA 


J. A. McLEOD, General Manager, Toronto, Ont. 


Capital 
$12,000,000 
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Corn Exchange service is different 
in scope and activity 


CORN EXCHANGE NATIONAL BANK 


AND TRUST COMPANY 
PHILADELPHIA 


WR ms 
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THE MITSUI BANK, LTD. 


Capital Subscribed .. . . . - Yen 100,000, 


000.00 
Capital Paid-Up .... . . » Yen 60,000,000.00 
Reserve Funds... . . « Yen 65,700,000 = 


Deposits (as of June 30th, 1931) ie ¢ - 710,000,000. 


Founded in 1683 as the Mitsui Money Exchange House 
which changed the title to the Mitsui Bank in 1876. 


Head Office: No. 1 Surugacho, Nihonbashi-Ku, TOKYO, JAPAN 


PRESIDENT: 
G. MITSUI 
MANAGING DIRECTORS: 
S. IKEDA N. KIKUMOTO R. IMAI J. KENJOH 
DIRECTORS: 

U. YONEYAMA T. HARA H. KAMESHIMA K. FUKUI 
BARON T. MITSUI T. TOYAMA 
AUDITORS: 

K. YAMAMOTO M. SHIMODA S. OHASHI K. KISHIMOTO 


New York Acency, 61 Broadway, New York City 
TAKAGI, Agent 


HOME BRANCHES 
Tokyo (2), Yokohama, Nagoya (2), Kyoto, Osaka (5), Kobe, Hiroshima, 
Shimonoseki, Moji, Wakamatsu, Fukuoka, Nagasaki, Otaru (Hokkaido) 
(figures in brackets show the numbers of city branches) 
FOREIGN BRANCHES 


New York, London, Shanghai, Bombay, Sourabaya 


Commercial Bank of Greece 


(A Limited Liability Company registered in Athens) 


Head Office: Athens 


BRANCHES 


Piraeus, Argos, Pyrgos, Patras, Corfou, Cephalonia, Nauplie, Vostizza, Calamata, 
Syra, Chio, Candia, Volo, Salonica, Larissa, Triccala, Mytilene, Canea, 
Zante, Tripolitza, Plomari, Rethymo, Cavalla, Carditza, Prevesa, Vathy, 
Carlovassi, Naxos, Chalkis, Farsala, Histiea, Florina, Agrinion and Amalias. 


ASSOCIATED BANK in LONDON 


The Commercial Bank of The Near East, Ltd. 
4 London Wall Buildings, E. C. 2 
with branches in CONSTANTINOPLE and ALEXANDRIA 


Correspondents in the principal towns of Greece and in foreign countries 
throughout the world 


GENERAL BANKING BUSINESS TRANSACTED 


Collections, Letters of Credit, Cable Transfers, Current 
and Term Deposits, Etc. 


Capital and Reserves . . Dr. 421,688,991 
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Nederlandsche Handel-Maatschappij, N.v. 


(NETHERLANDS TRADING SOCIETY). 


Established by Royal Charter A. D. 1824. 


BANKERS 


Capital Paid up and Surplus - f.127,045,000 


Head Office: AMSTERDAM. 


Branches in HOLLAND: ROTTERDAM, THE HAGUE. 


Branches in the NETHERLANDS INDIES: BATAVIA, SOURA.- 
BAYA, SAMARANG, MEDAN, and further Principal Ports. 


Branches in the STRAITS SETTLEMENTS, BRITISH INDIA, 
CHINA, JAPAN and ARABIA: SINGAPORE, PENANG, RAN- 
GOON, CALCUTTA, BOMBAY, HONGKONG, SHANGHAI, 
KOBE and YIDDAH. 


Grant Drafts and Issue Letters of Credit on all their Branches and 
Correspondents in the East, on the Continent, on Great 
Britain, Africa, America and Australia, and transact 
Banking Business of every description. 
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The Union Bank of Australia, Limited 


Established 1837. Incorporated 1880. 


CAPITAL AUTHORIZED AND ISSUED _... £12,000,000 
PAID-UP CAPITAL -.. £4,000,000) 

RESERVE FUND - £3,350,000) o8ether_ £7,350,000 
CURRENCY RESERVE .___. _..... £1,500,000 
RESERVE LIABILITY of Proprietors ....... $8,000,000 


Head Office—71, CORNHILL, LONDON, E. C. 3 


Manager—W. A. LAING Assistant Manager—G. 8S. GODDEN 
Secretary—F. H. McINTYRE 


214 Branches throughout Australia and New Zealand, viz.:— 


In Victoria, 51; South Australia, 15; New South Wales, 54; Western Australia, 25; 
Queensland, 18; Tasmania, 3; New Zealand, 48. 


Agents and Correspondents in all parts of the World 


The Bank offers facilities for the transaction of every description of 
Banking business in Australia and New Zealand. 


Bills negotiated or sent for collection. Commercial and Circular Credits 
issued available throughout the World. 
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"ESTABLISHED 1817 


| BANK oF NEW SOUTH WALES | 


ae wmatzamatead THE WESTERN AUSTRALIAN BANK 
AUSTRALIA 
Paid-up Capital £7,500,000 
Reserve Fund 6,150,000 
iabili 7,500,000 
£21,150,000 
Aggregate Assets, 30th Sept., 1930, £89,228,378 
General Manager, ALFRED CHARLES DAVIDSON 
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£127,134,269; exports, £124,448,549. 


SHAIONADY GNV SAHONVAG £68 


Annual Value of Australia’s Products Dunedin 

Agricultural 8 a 

Pastoral 

Dairying e 

Mining 9,799,027 

Manufacturing 20,445, 28 ® Auckland {8 
£690,888,502 ° 


Head Office—George St., Sydney London Office—29 Threadneedle St., E. C. 2 
597 BRANCHES AND AGENCIES 


In all Australian States, Federal Territory, New Zealand, Fiji, Papua, Mandated Territory of New Geinea and London 


The bank collects for and undertakes the agency of other 
banks and transacts every description of 
Australian Banking Business 


| 


Current accounts opened in Australia for Overseas Banks and Deposits received 
for fixed periods on terms which may be ascertained upon application. 


| <a and Correspondents throughout the World | 
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7. pamphlet, outlining the services rendered by 


our English Trust subsidiary—the Guaranty 
Executor & Trustee Co., Ltd., London—will be sent 


to fiduciaries and lawyers on request. 


We invite trust companies, banks, lawyers and 
other executors and administrators to avail them- 
selves of the facilities of our British trust subsidiary, 
for the prompt and efficient administration of English 
assets in estates which they are handling. Further 


information will be supplied on request. 


Guaranty Trust Company of New York 
140 Broadway 


LONDON PARIS BRUSSELS LIVERPOOL HAVRE ANTWERP 


Capitat, Surptus AND Unpivipep Prorits MORE THAN $295,000,000 








A New, Completely Revised Edition of 
That Banking Classic— 


THE ENCYCLOPEDIA OF 
BANKING AND FINANCE 


By GLENN G. MUNN 


ERE, in a single compact volume, is the gist of hundreds of books on 

every phase of banking and finance. In authoritative, quick ref- 

erence form, it offers busy bankers and financial executives just the informa- 
tion they need to answer the questions that arise in their daily work. 


The book contains a tremendous 
amount of organized information: clear 
explanations of 3400 subjects; complete 
texts of important banking laws; much 
special matter which the financial execu- 
tive uses many times each month. 


For years this volume has been the 
standard reference work in its field. In 
previous editions, thousands of copies 
have been sold. Now—because of impor- 
tant changes which have recently taken 
place—this new edition becomes indis- 
pensable. It offers many more pages than 
any previous edition, discusses scores of 
new subjects, and elaborates or revises 
those which have already appeared. In 
it, the various banking laws—as well as 
all bibliographies—are brought strictly 
up-to-date. 

The original work, as well as the re- 
visions here presented, have both taken 
years in preparation. The author—with 
a staff of assistants—made an extensive 

check of works in the field to make sure that all the relevant material they pre- 
sented was here incorporated. Then he carefully revised and enlarged his original 
findings. To guarantee accuracy, six different authorities checked the portions of 
the work covering their respective fields. 

The Encyclopedia is arranged alphabetically by subject, thus providing an 
automatic index. Cross-referencing is widely employed. The reader is therefore 
assured of having access to all phases of his subject—and in a minimum of time. 

Everyone connected with banking and finance will find the book an indis- 


pensable working tool. It may be examined without cost or obligation. Just fill 
out the coupon below. 


------- Free Examination Coupon 
BANKERS PUBLISHING COMPANY 
71 Murray Street, New York, N. Y. 


Gentlemen: You may send me, without cost or obligation, for free examination, . . . 
copies of the revised edition of “Encyclopedia of Banking and Finance’’—Price $10.00. At the 
end of ten days, I will either send you my check for $. ($10.00 per volume) or return 
the book (s). It is understood that I may pay in three monthly installments if I prefer. 


{] Check for $ .... is enclosed. [] Please send C. O. D. 


Name 
(Please print plainly) 


Position . bcisavcpsnans ; seeeeeeee- Bank or Firm 


OS FREE er ee ; 





NOW READY <= 


THE INTERNATIONAL 
BANKING DIRECTORY 
1931-32 Edition 


Complete information about the banks of the world 
conveniently arranged 


Send for Approval Copy 
Bankers Publishing Company, 71 Murray St., New York 


THE 
PENNSYLVANIA COMPANY 


For Insurances on Lives and Granting Annuities 


PACKARD BUILDING 
S. E. Corner 15th and Chestnut Streets 


TRUST AND SAFE DEPOSIT COMPANY 


Resources Over - : : - $271,000,000.00 
Individual Trust Funds - . - - . $825 ,000,000.00 
Corporate Trusts - - : . : . $1,987,000,000.00 


Accounts of Banks, Corporations, Firms and Individuals Invited 

Acts as Trustee for Corporate Mortgages 
Member Federai 
Reserve System 


Maron tote 1018 PHILADELPHIA, PA. 


THE CANADIAN BANK 
OF COMMERCE 


HEAD OFFICE - - -+- TORONTO, CANADA 


Capital Paid Up $30,000,000 Reserve Fund $30,000,000 
Sir John Aird, President S. H. Logan, General Manager 


NEARLY 800 BRANCHES THROUGHOUT CANADA 
AND NEWFOUNDLAND 


Branches at London, England; Rio de Janeiro; Havana; Kingston, 
Jamaica; Bridgetown, Barbados; Port of Spain, Trinidad; Mexico 
City; San Francisco; Seattle; and Portland, Oregon. 

Close working arrangements with the Leading Banks in Australia 
and New Zealand. 


NEW YORK OFFICE ... . EXCHANGE PLACE AND HANOVER STREET 
Agents—C. J. Stephenson, R. B. Buckerfield and N.J. H. Hodgson 





